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Complete Facts 


Make possible sound decisions on the part of execu- 
tives and those entrusted with management prob- 
lems. Ordinary judgment applied to a base of com- 
plete facts often results in a sounder decision than 


good judgment applied to a base of incomplete facts. 


The American Academy of Accountancy offers train- 
ing which is most practical and prepares the Ac- 
countant to present and correlate the facts so sound 


decisions can be made. 


Catalog describing courses upon request 
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720 North Michigan Avenue 
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When You Ace Asked to Recommend 
an Accounting Course 


| sau help you in making suggestions, when asked by 


employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to 


the educational organi- 
zation of the Interna- 
tional Accountants So- 
ciety, Inc., here shown. 

The four men com- 
posing the Executive 
Educational Committee 
are responsible for 
I. A. S. educational ac- 
tivities and policies, 
with particular refer- 
ence to text material, 
research, standards, 
and technical methods. 

The sixteen Certified 
Public Accountants 
composing the I. A. S. 
Faculty are actively en- 
gaged in preparing text 
material, giving con- 
sultation service, or 
grading students’ pa- 
pers. Some give their 
time and attention ex- 
clusively tol. A. S. 
work. Others who are 
in actual practice of 


public accounting or 


T? provide 


ing 


corporation accounting, devote only part time to the 


work. Each subscriber secures the advantage of having 


his examinations handled by instructors from both groups. 
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tives, attorneys, and 
educators, who counsel 
with the I. A. S. man- 
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nical accounting, edu- 
cational, and business 
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The uniformly high 
caliber of the men who 
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Staff is in itself elo- 
quent testimony as to 
I. A. S. training. The 
cooperation of Staff 
members in various ad- 
visory and consulting 
capacities provides the 
practical, broad view- 
point which is so neces- 
sary in any plan of 


adult education. 


additional information which may be of value to you when asked to recommend a train- 


plan, we shall be glad to mail you, upon request, a copy of our 56-page booklet 


“ACCOUNTING—The Way to Business Success.” 


INTERNATIONAL ACCOUNTANTS SOCIETY, 1c. 


A Division of the ALEXANDER HAMILTON INSTITUTE 





3411 South Michigan Avenue 


Cuicaco, ILunots 

















The 


Controller 











VOL. V 


NOVEMBER, 1937 





L.dttortal Comment 


EADING between the lines of a letter addressed 

to The Controllers Institute of America by 
Honorable Roswell Magill, Acting Secretary of the 
Treasury at the time he wrote it, October 16, it is 
apparent that the Treasury Department, in its In- 
ternal Revenue Bureau, is having its troubles with 
some of the millions of Forms SS-2a, reporting tax- 
able wages paid to employees during a six months’ 
period, which were filed in July of this year. With 
the large blocks of such reports, however, apparently 
little trouble has been experienced, thanks to the 
ingenuity and efficiency of controllers. 

An inquiry was addressed to the Commissioner of 
Internal Revenue by The Controllers Institute of 
America on September 23, as to its views with re- 
spect to the performance by business men generally 
in the preparation and filing of the millions of re- 
ports concerning taxable wages paid to employees. 
It was suggested to the Commissioner that if the re- 
ports had gone to the government in good shape 
and the immense task had been handled smoothly, 
it would be helpful to let the business public, espe- 
cially controllers, know of it. The reply to The Insti- 
tute’s inquiry came from Acting Secretary Magill, 
and indicated that most of the troubles experienced 


were with returns filed by those who employ just a 
few individuals, not with returns filed by the larger 
employers, who are in a position to have controllers 
handle this work. 

Acting Secretary Magill makes allowances for 
“unfamiliarity with the provisions of such Act and 
the regulations issued pursuant thereto.” He also 
praises modestly, if indirectly, “those persons who 
have cooperated with the government in adopting 
or instituting systems to provide the complete and 
accurate data necessary for efficient administration 
of the Act.” 

Controllers may take this modest, indirect praise 
to themselves. This magazine feels that the smooth 
way in which this new job was handled on short 
notice by the controllers of larger concerns is -de- 
serving of such recognition. 

This was not a case of just one more return. The 
very volume of it put it in a special class—a cate- 
gory theretofore reserved to the government itself, 
as in the case of social security registration and the 
distribution of numbers to workers. It was the first 
time that such a voluminous job had been handed 
over to business, which is to be congratulated on the 
efficient manner in which it shouldered the task. 
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Controller’s Methods Would Aid 


National Economy if Carefully Applied 


Government Accounting, Statistics, Tax Methods, Security of Workers, All Would Be 
Benefited by Application of Sound Methods of Fact Determination, Interpretation, 
and Organization—Public Opinion Would Be Aroused—Paper by FRanzy EAKIN. 


4 een fact that the controller today 
must participate in many activities 
formerly considered as outside his 
function was brought out clearly by 
Mr. FRANZyY EAKIN, controller of the 
A. E. Staley Manufacturing Company, 
of Decatur, in a paper delivered at the 
Sixth Annual Meeting of THE CON- 
TROLLERS INSTITUTE OF AMERICA, 
held early in October in New York 
City. Mr. Eakin told why the control- 
ler’s work has expanded, and gave as 
one of the principal reasons the fact 
that conformance with the many laws 
which regulate business has fallen on 
the shoulders of the controller. 

The point was made further by Mr. 
Eakin that application of the control- 
ler’s methods of fact determination, 
inter pretation, and organization to the 
national economy would have beneficial 
effects, and would help to shape public 
opinion. Mr. Eakin, who is a member 
of The Controllers Institute of Amer- 
ica, has written previously for this pub- 
lication. His views and conclusions are 
always interesting, and constitute a 
valuable contribution to the discussion 
of pressing problems of today. 

—THE EpIror. 


The changes which have been 
wrought in our economic, social, and 
political conditions and organiza- 
tions during the past decade have 
enlarged the scope of the work which 
the controller should and must per- 
form. The work of the controller 
requires him to perform three tasks. 
These are: first, to make an accurate 
determination of facts; second, to 
interpret the facts; and third, to as- 
sist in shaping an organization which 
will utilize the facts and interpreta- 
tions to increase its earnings, better 
its financial position, and improve 
and extend its economic services. Un- 


til within the last few years the con- 
troller had faithfully fulfilled his 
function when he had served well 
the business organization of which 
he was a part. Today the controller 
must participate in many activities 
formerly considered as outside his 
function. 

The extension of the controller's 
work is one of the results of the en- 
actment of many laws. Among these 
are those laws (1) which require re- 
porting in great detail to various 
governmental bureaus and agencies; 
(2) which enforce changes in organ- 
ization of personnel and labor rela- 
tions to conform to certain patterns ; 
(3) which make necessary elaborate 
reports to stockholders and the pub- 
lic concerning financial income and 
position; (4) which change the eco- 
nomic pattern of business to such an 
extent that consideration must be 
given to arbitrary changes in the 
value of our monetary unit, to un- 
sound methods of taxation, and to 
unnecessary and unnatural forms of 
governmental regulation. 

These laws and others of a similar 
nature, some of which express cur- 
rent public opinion, and some of 
which are promoted by selfish mi- 
nority interests, have wrought im- 
portant changes in our political, 
economic, and social conditions and 
organizations. These changes are of 
such extent and of such nature that 
we as controllers have before us both 
an obligation and an opportunity to 
extend the scope of our work and 
influence. 


THE CONTROLLER AND PROBLEMS 
OF PUBLIC INTEREST 


It is of the contribution that the 
controller can make to the solution 


of the problems of public interest 
confronting our business enterprises 
that I shall speak. Among these 
problems are those of governmental 
accounting and statistics; of local, 
state, and federal debts; of taxes; of 
security and income of labor; of cen- 
tralization of government; of money 
and banking; of use of inventions; 
of establishment or fixing of prices; 
of control of rates of production; 
and of regulation of business in all 
the forms in which it may find ex- 
pression. The controller can, if he 
will, aid in solving these problems. 
The aid which he can give through 
fact finding, interpretations, and ad- 
vice on organization, will facilitate 
the solution of the problems named 
and similar problems, in a manner 
which will advance individual and 
national well-being. 

The first phase of the controller's 
work which we shall consider in re- 
lation to economic interpretation is 
that which requires him to make an 
accurate determination of facts. This 
phase of our discussion will be con- 
sidered from three points of view. 
These are: (1) the classification 
method used to identify facts, (2) 
the analytical method used to dis- 
cover the nature of the facts, and (3) 
some applications of the controller's 
methods which could profitably be 
made in the general field of national 
economic and governmental activi- 
ties. 

The classification method of the 
controller is expressed in the charts 
of accounts which he uses. These 
charts are designed to provide a clas- 
sification of all economic facts per- 
taining to a business enterprise. The 
classification is made in three dimen- 
sions. First, the balance sheet ac- 
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counts wherein all matters pertain- 
ing to wealth in all its aspects are 
properly identified and logically ar- 
ranged and grouped. Second, the 
income and expense accounts in 
which all sources of income and all 
purposes for which costs and ex- 
penses pertaining to the producing 
or procuring of income are recorded 
in an understandable manner. Third, 
the departmental grouping of ac- 
counts whereby the results of busi- 
ness activities are measured and re- 
corded so that responsibility is fixed. 
After he has identified and classified 
the facts the controller applies his 
analytical method. In the accounts 
are recorded the money amounts 
pertaining to various aspects of the 
business. Money amounts are used 
because monetary units provide a 
means whereby all economic activi- 
ties can be stated in like terms, or if 
you will, the money unit provides a 
common denominator. 


Money AMOUNTS Nort FINAL 

The controller does not accept the 
money amounts as being the final 
reality. He knows that each money 
amount is a product of two factors, 
units and price. Therefore he looks 
back of the amounts to see how 
many and how much. Since price is 
a result of several forces, it is ex- 
amined to discover, what is priced, 
the quality of the thing priced, and 
the demand and supply situation. 
Beyond all of this the controller 
must go if he is to know the facts. 
He must search out and identify the 
persons who make the decisions 
which cause all the actions involved 
in the production, distribution, con- 
sumption, and financial activities of 
the enterprise. Further he examines 
the decisions to discover their ori- 
gins and qualities. 

Thus, through the classification in 
accounts, and through the analysis of 
the amounts entered in the accounts, 
the controller makes an accurate de- 
termination of facts. The facts thus 
discovered are that persons are mak- 
ing decisions, or choices which re- 
sult in the production, distribution, 
and consumption of economic goods 
and services. All the forces in the 


The Controller, November, 1937 


business stand revealed as pressures 
and powers of human beings acting 
within and reacting to their political, 
economic, and social environment. 
Our business facts are facts pertain- 
ing to man and his actions. Each 
business enterprise records a part of 
these facts. Therefore, all business 
enterprises record the totality of 
these facts. 

How can the methods of the con- 
troller for determination of facts be 
applied to our economy? In an- 
swer to this question we can name 
and comment on only a few of the 
many ways. 


CONTROLLER COULD CLARIFY 
TREASURY STATEMENTS 


A first application which should 
be made is to the ‘Daily Statement 
of the United States Treasury.” Ac- 
counts pertaining to current income 
and to liquidation of assets against 
which debt was incurred are mingled; 
and the funds received from the cor- 
porate governmental agencies in liq- 
uidation are used for current re- 
quirements. It is very doubtful if 
anyone can derive from this state- 
ment a clear understanding of the 
federal government’s daily transac- 
tions except by a careful analysis 
and rearrangement. This statement 
could be redesigned by any compe- 
tent controller so that it would more 
clearly reveal the facts. 

A second application would be to 
the national income studies. Dr. 
Martin of the National Industrial 
Conference Board in three recent ar- 
ticles in “The Annalist’”” proves that 
the national income figures pertain- 
ing to agricultural income are grossly 
in error. Yet, upon such figures is 
based our agricultural program. They 
are also the basis of many misleading 
statements and unjust criticisms of 
industry. No controller worthy of 
the name would so confuse his facts. 
He would properly classify his data. 

A third application might be to 
the records of appropriations by 
Congress. Recently, various mem- 
bers of the Congress, treasury ofh- 
cers, and other interested persons 
have attempted to determine the ap- 
propriations made during the latest 
Congress. Their estimates have 
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varied more than two billion dol- 
lars. Here again the controller could 
easily provide methods whereby the 
facts could be known at all times. 

A fourth application would be to 
reduce the length of time which 
elapses before valuable information 
is available to the Congress and to 
the public. When Congress meets 
it should have available full data 
pertaining to the financial position 
of government, complete data as to 
national income, statements of wealth 
and debts by classes and areas of our 
national economy, as well as a con- 
siderable amount of other data. All 
of this should be current. The con- 
trollers who are gathered here would 
not think of allowing their individ- 
ual businesses to operate on such in- 
adequate out of date data. They 
could, if their advice were followed, 
provide for our Congress adequate 
and up to date information upon 
which national policies could be de- 
termined. 

A fifth application should be made 
to determination of facts pertaining 
to the totality of the nation’s eco- 
nomic activities. The controller’s 
tools of balance sheets and income 
statements can and should be used 
to reveal the balance sheet position 
of the national economy, and to set 
forth the use which is being made 
of our assets and man power to pro- 
duce economic goods and services. 


INTERPRETING FACTS 


The second aspect of the control- 
lers activities which I shall discuss is 
that of interpreting the facts. I shall 
discuss and illustrate three ap- 
proaches. These are, (1) a rearrange- 
ment of our income and expense 
statement or, if you prefer, profit 
and loss statement, (2) a statement 
of economic income paid out and 
economic income produced by a busi- 
ness enterprise, and (3) a balance 
sheet of the nation’s economy. 

For the first two of these I shall 
use statements which I have pre- 
pared from the information con- 
tained in a recent semi-annual report 
and financial statement, and in a 
memorandum to stockholders issued 
by a nationally known company. 
These statements were issued to 
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stockholders and to the public. I 
am using them because they are the 
latest published statements that I 
have seen which contain data ade- 
quate for my purpose. 

The consolidated profit and loss 
statement prepared in the usual 
form reveals net profits of more 
than eight million dollars for the 
six months ended June 30, 1937. 
From one point of view this is a 
fine statement. From another view 
it provides an excellent point of at- 
tack by political demogogues and 
selfish labor leaders. 

The revision which I have made 
of these statements follows. It 
must be understood that the com- 
pany is not responsible for the state- 
ment which I present. I alone am 
responsible for this arrangement. 


a history of human industry. It is a 
record of decisions and actions. It re- 
veals that goods have been procured, 
further processed, and distributed to 
customers. 

Second interpretation: This statement 
reveals that the employees and owners 
are partners in the enterprise and not 
antagonists. The employees have re- 
ceived for their services more than five 
times as much as the owners. While 
the owners have received reasonable re- 
turns for the use of the tools and facili- 
ties which their savings provided for 
the employees, they (the owners) have 
not unjustly enriched themselves. 

Third interpretation: The two-fold 
problem of management stands te- 
vealed. The first part of management's 
problem is to increase receipts and the 
second part is to distribute these re- 


STATEMENT OF RECEIPTS AND COSTS 





Receipts 
Receipts from customers for goods and services..........-.0 eee ee eee eees $116,475,700 
ROTH OLMMERICRENES 5 (5355.0 sso 0s5 so ae serdar ls armid sis warts rar Sd GaN anstoenegitnce srs Boag Nevens 536,364 
MG ieAd MR ESTESE Gs ye ah csaye soca ct  cacdua nd send Saucy oeave Ata RUR Ia Lapse jenele relates $117,012,064 
Costs 
Purchase of goods and services from others..............-- $66,985,884 
Salaries and wages paid to employees................20055 28,342,933 
MEG oe Baca airs oso ore lard cog atasa ade av oath: aUM-wIe AR 8,299,719 
Depreciation to replace plant used in production........... 3,942,938 
Paid for use of tools: 
Interest at 5% per annum............... $1,372,238 
Preferred Dividends 
Dee) CUO te 2,382,304 
Common Dividends to yield about 7% per 
annum on average investment.......... 1,963,235 
Total payment for use of tools..............+...- SALT TTT 
UCT IN C705 en en a 113,289,251 
Corporate savings retained in the business to provide additional tools and to 
provide a reserve for losses which may occur in future periods......... _$ 3,722,813 


The Company is owned by 53,000 
persons and has 43,000 employees. 

There are a number of interpreta- 
tions to be derived from this state- 
ment. I regret that the limits of 
time make it necessary for me to 
omit full explanation of the steps 
by which my interpretations are de- 
rived from this data. However, my 
regrets are tempered by the fact that 
I am talking to controllers who are 
qualified to bridge the gap which I 
am forced to leave between facts and 
interpretations. 

I shall discuss only three of the many 
interpretations which should be made. 
First interpretation: This statement is 





ceipts after deduction of taxes, equi- 
tably between suppliers, employees, and 
owners. Again the fact of partnership 
between employees and owners stands 
revealed. Unless they work together 
to increase the production of goods 


that are demanded by customers they , 


both lose their income. When they 
work together a reasonable income is 
earned by the owners and the income, 
i.e., salaries and wages, of employees 
is increased. Only as high production 
and efficient production is maintained 
by the employees, can high wages be 
maintained. The ultimate control of 
wages rests with the employees and not 
with the owners. 





ANOTHER FORM OF PRESENTATION 


The profit and loss statement which 
we are discussing will now be pre- 
sented in another form. This form is 
designed to record the activities and 
results of the enterprise in terms used 
by students of national income. The 
Division of Economic Research, Bureau 
of Foreign and Domestic Commerce, 
United States Department of Com- 
merce, in its national income studies 
has developed and defined the con- 
cepts and terms used herein. Reference 
should be made to its report, “National 
Income in the United States 1929-35” 
and to Senate Document Number 124, 
Seventy-third Congress, second session, 
entitled, ‘National Income; 1929-32.” 


NATIONAL INCOME PAID OUT AND 
NATIONAL INCOME PRODUCED 


Per 
Cent. of 
Income 
Pro- 
National Income Paid Out duced 
Taxes $ 8,299,719 18.0 
Dividends 4,345,539 9.4 
Salaries, Wages 28,342,933 61.5 
Interest 1,372,238 3.0 
Total national in- 
come paid out $42,360,429 
Corporate Savings 3,722,813 8.1 
Total national in- 
come produced $46.083,242 100.0 


This statement provides material for 
several interpretations of economic ac- 
tivities. Again we shall name only 
three of these interpretations. 

First interpretation: National in- 
come, in all its aspects, is merely the 
sum of the income produced and paid 
out by private businesses. This state- 
ment for a single business enterprise 
reveals all the elements of national in- 
come. Of greater importance than this 
is that it reveals the source of income. 
The source of national income exists in 
private businesses producing goods and 
services used by the people. In the stud- 
ies to which reference has been made, 
government is listed as a producer 
of income. This is not true. Gov- 
ernment is a distributor of income— 
not a producer. The producer of in- 
come is the private business, regardless 
of whether such business is organized 
as a sole proprietorship—farmers, doc- 
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tors, independent merchants—or as a 
giant corporation. 

Second interpretation: This statement 
of a private business reveals that the 
largest share of income is paid to em- 
ployees. Only 12.4 per cent. is listed 
as income to property owners. The 
items, taxes 18 per cent., and corporate 
savings, 8.1 per cent., will upon final 
disposition either by the government 
or by the business be paid principally 
in salaries and wages to individuals. 
This reveals that profits are not the big 
fact about business. The big fact is 
that businesses are producers of income 
for the people, the principal portion of 
which is paid in salaries and wages. 

Third interpretation: That corporate 
savings, that is, profits retained in a 
business, are largely a reserve for the 
employees and not for the owners. That 
this is true is evidenced by several con- 
siderations. Among these are: Gen- 
erally corporate savings are invested in 
additional assets to expand the busi- 
ness. Such investment accrues to em- 
ployees in two directions, (1) for 
wages in construction of the additional 
plant, and (2) in assurance of perma- 
nent employment. Also generally div- 
idends to owners are reduced or dis- 
continued before wages are reduced. It 
must be admitted that there are excep- 
tions to these general statements. How- 
ever, in our national economy, corpo- 
rate savings are more a reserve for 
wages than for dividends. 


SUMMARY OF Two STATEMENTS 


Just a few words in summary of 
these two statements. While it is an 
important fact and big news that this 
company earned a net profit of $8,068,- 
000 in six months, study of these state- 
ments reveals that the most important 
fact is that through this company 
53,000 persons known as stockholders 
entrusted part or all of their savings to 
43,000 persons known as employees, 
and that these employees assembled 
from many sources raw materials and 
processed them for customers, and 
thereby created $46,083,000 of income 
which they divided between govern- 
ment, employees, and stockholders, as 
well as retaining in the business a part 
of the income which they had created 
to assure that the savings of the own- 


ers invested in the business would be 
available for them when needed, and 
that the employees could continue to 
possess the tools and assets required by 
them in performing an economic serv- 
ice and thereby creating income in 
which they share and provide for them- 
selves security and a higher standard 
of living. 

The third statement which I wish to 
discuss is an adaptation of the balance 
sheet and income and expense state- 
ments which we use in our individual 
business enterprises. This adaptation 
of these statements is one which pro- 
vides means whereby data can be as- 
sembled pertaining to national wealth, 
national income paid out, national in- 
come produced, national savings, and 
the business transactions by which 
wealth is produced, distributed, con- 
sumed, and saved. 

The statement to which I refer is 
too large and too complex for presen- 
tation here. A copy and discussion of 
it is contained in a bulletin of the Uni- 
versity of Illinois entitled, ““A Balance 
Sheet of the Nation’s Economy.” 


ACCOUNTING-STATISTICAL DEVICE 


This balance sheet is an accounting- 
statistical device which portrays in a 
single statement (1) a balance sheet of 
our national economy as of the begin- 
ning of a period, (2) the economic 
transactions and activities of the 
period, (3) an analysis of these trans- 
actions to reveal the production, con- 
sumption, and saving of income, and 
(4) a balance sheet at the end of the 
period. 

In form, the balance sheet is similar 
to the working trial balances which 
all of you regularly use. It consists of 
a schedule of accounts to the left, and 
four pairs of debit and credit columns 
to the right of the accounts. The sched- 
ule of accounts is arranged in groups. 
The first group pertains to wealth, the 
second group to production and con- 
sumption, and the third group to net 
worth. The group of accounts pertain- 
ing to wealth are sub-divided into 
five smaller groups, namely, producer's 
wealth, consumer’s wealth, international 
wealth, banking, and credits. The pro- 
duction and consumption group is sub- 
divided into two groups—business units 
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and individuals, with the sub-group 
pertaining to individuals further classi- 
fied as to income and consumption. The 
net worth account is analyzed to reveal 
changes in wealth by increase or de- 
crease in capital goods, consumption of 
goods, investments in foreign coun- 
tries, foreigners’ investments in our 
country, production and importation of 
gold and silver, and changes in prices 
of goods or assets owned. 

The four pairs of columns are cap- 
tioned, (1) Balance sheet beginning of 
period, (2) Transactions, (3) Income 
and disposition, and (4) Balance sheet 
end of period. 

The accumulation of economic or 
business data pertaining to the various 
geographic areas of our nation, to the 
several income classes, and to the nu- 
merous industrial, commercial, and gov- 
ernmental groups as well as in total for 
all of these, provides a basis for in- 
terpretations which enable all of us to 
better understand our economy. We 
can not in the time allowed discuss all 
the interpretations which can be se- 
cured from this data, but we can men- 
tion a few which are of vital interest. 


PURCHASING POWER DERIVED FROM 
PRODUCTION 

The first interpretation: Purchasing 
power is derived from production and 
not from price changes. Restriction 
of production, maintenance of employ- 
able people in a state of unemploy- 
ment, and financing work programs by 
governmental deficits, do not, in fact 
can not, increase purchasing power. 
The so-called ‘‘pump-priming’’ activi- 
ties along these lines are futile. To in- 
crease purchasing power we must in- 
crease the production of goods and 
services which people desire in quanti- 
ties in excess of those now available. It 
may be that governmental aid is needed 
for this purpose. If such aid is given, 
to be permanently effective it must be 
financial aid derived from current 
taxes. 

Second interpretation: Taxes are 
paid by people as individuals and not 
by business enterprises. The taxes 
which government collects from busi- 
nesses are paid by three classes of peo- 
ple: customers through higher prices: 
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employees through lower salaries and 
wages; and by owners through reduced 
income and savings. Of these three 
classes—customers, employees, and 
owners—it appears that customers pay 
the largest share. Only a few studies 
have been made on this phase of taxes. 
I believe that when such studies are 
made they will reveal that at least 90 
per cent. of all taxes are paid in the 
price which the family pays for food, 
clothing, and other requirements. At 
the present time more than 25 per cent. 
of the wage earnet’s wages is probably 
required to pay the taxes which he as a 
customer must pay. 

Third interpretation: The benefits 
which it is proposed to pay under the 
Social Security Act could be paid to- 
day as easily as they can be paid at any 
future time. Old age pensions can be 
paid today in the same amount that 
they can be paid in 1942 or at any 
other future date. The means of pay- 
ment now or then are the same, namely, 
current taxes. 

Fourth interpretation: We must im- 
prove our methods and machines if we 
are to produce the income required to 
provide employment for all employ- 
ables and to assure security for all the 
people. The problem created by tech- 
nological advances is not one of in- 
creasing unemployment, but one of 
division of the increased income pro- 
duced by the invention, improvement, 
or advance of technique. If we fail 
to recognize the problem as one of di- 
viding increased income and therefore 
approach it as a problem in unemploy- 
ment we are forced to try to solve the 
problem by creating a static economy 
in which technological advances will be 
made but slowly. But when we recog- 
nize the real nature of this problem we 
can solve the problem of employing 
those who are displaced by technolog- 
ical changes, and our solution will be 
one which will increase the rate at 
which new methods and improved ma- 
chines will be introduced, and the total 
income of the nation increased. 


MusT PROMOTE PRIVATE BUSINESS 

Fifth interpretation: Unless we 
change our form of government and 
destroy private property rights, we can 
solve our economic problems only by 





promoting private business. Our in- 
dividual businesses have in them the 
power to provide employment for all 
who are employable. Private business 
can produce the goods and services 
needed to raise the standard of living 
of the submerged half of our people. 
Government can not do either of these 
things—provide employment or raise 
living standards—unless it destroys 
private property and centralizes in one 
body or in one person all authority. 
Government has the power to destroy 
private business or it can use its power 
to create the conditions or environ- 
ment in which private business can 
provide unlimited opportunities for em- 
ployment, and produce the goods and 
services required for a higher living 
standard for all of the people. 


EFFECTIVE ORGANIZATION OF MEN 
We now turn to the third and last 

part of our discussion, the consider- 

ation of organization. Every controller 


knows that if the objectives for which 
business enterprises are created are to 
be realized an effective organization of 
men must be achieved. In our business 
enterprises we endeavor to secure such 
an organization by assignment of du- 
ties and by delegation of authority. The 
assignment of duties is made in stand- 
ard practice instructions, and the source 
and delegation of authorities is re- 
corded in organization charts. Further- 
more, after we have assigned duties 
and delegated authority we endeavor 
by a process of indoctrination to secure 
a cooperative coordination of all mem- 
bers of the organization. The indoc- 
trination requires (1) a statement of 
objectives and policies, and (2) a 
training or teaching process. 

Interpretation of our organization 
activities for application in the field of 
national economic activities can prob- 
ably best be accomplished by reference 
to an organization chart of our econ- 
omy. 


ORGANIZATION CHART 


National Economy—United States 


Area of 

Influence POLITICAL 
Source of all — Citizens 
Authority | 


— Local Governments 





— Legislative 
— Administrative 


— Judicial 





— State Governments 
— Legislative 
— Administrative 


— Judicial 





— Federal Government 
— Legislative 
— Administrative 


—— Judicial 


ECONOMIC SOCIAL 


— Individuals 














— Sole Proprietorships 
— Partnerships _e 
— Associations — School 
— Corporations 
— Church 
— Investment Corporations 
— Associations 





This chart is an adaptation of our 
business organization charts. It re- 
veals in familiar form and arrange- 
ment the organization of our national 
economy. 

The first interpretation derived from 
organization practice to be discussed is 
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found in the revelation of the relation- 
ship of the political, economic, and 
social aspects of the citizens as indi- 
viduals and as a nation. In the organi- 
zation of our national economy all au- 
thority is vested in the citizens and all 
benefits accrue to them. To promote 
their security and well-being, the citi- 
zens have created three classes of or- 
ganization. These classes are: political, 
economic or business, and social. The 
citizens as individuals may at various 
times and from time to time be mem- 
bers of each of these classes and of 
various groups within each class. How- 
ever, the classes as such are separable 
and independent as to their particular 
function, but interdependent as to the 
fulfillment of the desires of the citizens. 


FUNCTION OF PUBLIC OPINION 


The delegation of authority and 
placement of responsibility proceeds 
along two lines: The first and most 
powerful is that of public opinion, the 
second is legal. In the chart we have 
revealed the relationship of these two 
by placing the line of public opinion 


in support of the line of legal form.. 


The meaning of this is that legal form 
must conform to public opinion and 
that public opinion must support the 
legal form if we are to possess a sound 
and progressive nation. If public opin- 
ion becomes aroused and breaks over 
the legal form we enter a state of an- 
archy. On the other hand, if public 
opinion becomes weak or passive the 
legal form becomes the instrument by 
which a few control through tyranny 
until such time as public opinion is 
aroused. 


PROCESSES BY WHICH CONTROL 
Is EXERCISED 

A second interpretation in the field 
of organization is derived from our 
knowledge of the processes by which 
control is exercised in our enterprises. 
There are three steps, (1), the making 
of policies, (2) the translating of the 
policies into actions, and (3) the con- 
trolling of actions to insure conformity 
to policies. Unless these are recog- 
nized as independent parts of an inter- 
dependent whole, our businesses fail. 
This is true of our political organiza- 
tions—we must have independent yet 





coordinated action of the legislative, 
executive, and judiciary departments of 
our government. Whenever anyone of 
these becomes subordinate to any other 
one, government fails to function in 
the interests of the citizens. 

The third interpretation in this field 
is derived from experience with execu- 
tives who become all powerful in their 
organization. Whenever the control 
of an organization passes into the 
hands of one person or a small group 
of persons we usually find that for a 
short time a very effective control is 
exercised and a remarkable growth oc- 
curs. But when this person or these 
persons pass away through death or 
otherwise, the enterprise usually fails, 
though, sometimes after a long and 
costly process of rehabilitation, it may 
again function satisfactorily. That this 
which has been demonstrated thou- 
sands of times in business is true in 
government can easily be proved by 
reference to political and economic 
history. Whenever government passes 
into the hands of one person or a small 
group of persons we know that it has 
taken the first steps to failure. The 
short term gains, however large, are 
small in comparison with the long term 
costs. 

The fourth interpretation is found 
in our processes of indoctrination. By 
this we mean the training of the per- 
sonnel of an organization in the poli- 
cies and methods of the enterprise. 
Through such training all members of 
the organization are coordinated and 
their actions directed towards the pur- 
poses for which the enterprise exists. 
This is equally true of our national 
economy. Coordination can not be se- 
cured by centralized authority but it 
can be attained through education of 
the citizens in the policies which gov- 
ern and in the methods which they ap- 
prove. 


CONCLUSIONS REACHED THROUGH 
CONTROLLER'S METHODS 

In conclusion, the information con- 
cerning our political, economic, and 
social organizations which can be ac- 
quired through using the controller's 
methods of ascertaining and analyzing 
facts and building organization, is suf- 
ficient to justify these conclusions: 
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First: That the private business en- 
terprises of our nation can produce all 
the income required to advance the 
standard of livfng of all our people. 

Second: That government organiza- 
tion should not endeavor to dictate to 
business organizations but that both 
classes of organizations should cooper- 
ate in performation of their respective 
duties. 

Third: That whenever our govern- 
mental and business organizations work 
harmoniously together we will solve 
our political and economic problems. 

Fourth: That when these problems 
are solved— 


All employables will be employed ; 

Dependent and aged persons will be 
adequately provided for; 

Our monetary system will function 
satisfactorily ; 

Governmental budgets will be bal- 
anced and debts reduced ; 

Taxes will be reasonable in amount 
and equitably distributed ; 

Private business will provide oppor- 
tunity for full play of initiative and 
personal abilities, and 

The well-being of our citizens will 
be assured. 


CONTROLLERS CONFRONTED BY 
OPPORTUNITY FOR PUBLIC SERVICE 


As controllers we have before us an 
opportunity to contribute to the solu- 
tion of the problems of public interest 
which affect our private enterprises. 
We can meet this opportunity by assist- 
ing in a process of education directed, 
first to all classes of the public; second, 
to business men of all ranks; and third, 
to governmental officials and employ- 
ees. 

This educational process should pro- 
ceed along the lines of assembling in- 
formation concerning private business 
and distributing it to all the people in 
such forms as will secure their atten- 
tion, arouse their interest, and provide 
knowledge and understanding. In this 
manner public opinion becomes a liv- 
ing force. The citizens from whom all 
authority is derived will, when in- 
formed, exercise their powers to secure 
coordination and cooperation of gov- 
ernment and business. 









Burden of Complying with Govern- 
ment’s Edicts Falls on Controller 


Who Else is There to Tell Management True Effects of Known Laws, Possi- 
ble Results of Probable Enactments?—Must Be Clairvoyant and Financial 
Magician—Must Attempt to Prophesy—Address by GrorcE L. BARNEs. 


HEN Mr. GEorGE L. BARNES 

had finished addressing members 
and guests of THE CONTROLLERS IN- 
STITUTE OF AMERICA at their recent 
sixth annual dinner, at the Waldorf- 
Astoria Hotel, New York City, a mem- 
ber of The Institute made the comment 
that he had never heard a clearer ex posi- 
tion of the status of the controller in his 
company, of his duties and res ponsibilt- 
ties, and of his relation to management. 
Mr. Barnes was speaking on “'The Con- 
troller’s Place in Industry.” 

Mr. Barnes is an attorney, is vice- 
president of Heywood-W akefield Com- 
pany, of Gardner, Massachusetts, and 
was for two years president of Asso- 
ciated Industries of Massachusetts. The 
greater part of the address by Mr. 
Barnes is reproduced here. 

—THE Epiror. 


The president of an industrial cor- 
poration is of course its chief execu- 
tive and, subject to the control of the 
directors, determines and executes 
broad policies that he believes to be 
for the welfare of the company and 
its business. But who is there to tell 
him whether these policies are com- 
patible with productive capacity, to 
what extent additional financing may 
be necessary to carry out these poli- 
cies? To tell him how much of his 
gross earnings will be consumed by 
the burden of taxation; how many 
of his policies are consistent with 
and permissible under a multiplicity 
of state and federal laws and the 
probability of radical changes in 
these laws and increases in the bur- 
den of taxation? 

Twenty-five years ago the problem 
was comparatively simple. Basically, 
it was nothing more than getting 





sufficient business at sufficient prices 
to meeting the operating expenses 
and fixed charges of the corporation 
and allow a margin for a reasonable 
profit, but today the situation is 
vastly different. 

A controller of today must not 
only deal with new factors and un- 
known forces, but he must also at- 
tempt to be a clairvoyant, a financial 
magician who undertakes to forecast 
conditions of the immediate future 
as well as to adjust the corporate af- 
fairs to the known or determinable 
conditions of the present. It is some 
job, and while you probably will not 
wholly agree with this, nevertheless, 
I think a good controller must pos- 
sess not only knowledge of financial 
and economic conditions, but he 
must also be the beneficiary of the 
kindly favor of the goddess of luck 
as to estimates and prognostications. 

Primarily it seems to me to be the 
duty of the controller to see to it 
that all the elements of production, 
including adequate but not excessive, 
inventory, sufficient financing, proper 
prices and all the other elements that 
enable a corporation to operate suc- 
cessfully must click in harmony each 
with the other. 


THINKS OF CONTROLLER AS BALANCE 
WHEEL 


I think of a controller as I do of 
the balance wheel of a watch that 
spaces the movement into regular 
orderly periods of seconds to the end 
that the whole mechanism runs 
smoothly and consistently with the 
lapse of time. A little while ago, I 
asked a watchmaker what would hap- 
pen to a watch without the balance 
wheel. His reply was both clear and 


emphatic. He said, “The watch 
would go crazy.” 

Without the aid and direction of a 
competent and efficient controller, 
the organization would go crazy, and 
as the controller is thus responsible 
for the orderly operation of the cor- 
porate organization, so I think his 
official position ought, by title, to be 
commensurate with the responsibil- 
ity that he assumes. 

It seems to me that he ought to be 
the corporate official to execute all 
corporate returns, statements of con- 
dition and all the other multiciplicity 
of forms that are now required by 
state and federal laws from corpo- 
rate organizations. Thus the con- 
troller would be accorded a status in 
the corporate organization that would 
testify to his importance and respon- 
sibilities. 

I recall some years ago standing 
beside the desk of Mr. Howard EI- 
liott when he was president of the 
New Haven Road, watching him sign 
and make oath to a large number of 
papers and documents of an account- 
ing character that were upon his 
desk. I said to him, “Mr. Elliott, 
how do you know anything about 
the truth or accuracy of all these 
documents that you are signing and 
swearing to.” He said, “I do not. 
They were prepared by the control- 
ler’s office and I have to assume them 
to be correct.” 

Why should not the man under 
whose direction and authority these 
papers and documents are prepared, 
sign them in behalf of the corpora- 
tion? It is not only common sense, 
but it accords to the controller an 
official standing to which he is justly 
entitled. 
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SHOULD HAVE BROAD INTEREST IN 
INDUSTRY AS WHOLE 


I have attempted to express my 
thought and conception of the im- 
mediate duties of a controller to his 
own individual organization, but un- 
der present conditions, in which 
there is so much loose thinking and 
uninformed expression concerning 
industrial affairs, I am led to the 
belief that the controller in an or- 
ganization such as yours may well 
consider a broader interest in the wel- 
fare of industry in general than is re- 
quired by only his duty to his own 
company. You men are in a more 
advantageous position perhaps than 
any one to see and understand the 
effect upon industry of some of the 
present governmental policies of in- 
dustrial regulation and restriction. 

As I have been asked to speak 
from the standpoint of an industrial- 
ist, which, incidentally, I am not, as 
my experience with industrial organ- 
izations has been largely that of an 
observer rather than an active par- 
ticipant, perhaps it may not be out 
of place if I invite your attention to 
certain matters concerning which I 
think there is a large amount of 
popular misapprehension and there- 
fore, I think should receive the con- 
sideration of all responsible organ- 
izations such as yours, to the end 
that there may be formed a better 
and sounder appreciation of them, 
because I firmly believe that in the 
long run public opinion will ulti- 
mately control and determine the fu- 
ture destiny of the industrial life of 
this country. 

Not within my experience at least 
has there ever been a period when cor- 
porate business organizations, which 
are merely individual citizens operat- 
ing as one entity, have been the sub- 
ject of so much discussion, dissec- 
tion, bisection, regulation, criticism, 
and abuse as has been the case in 
the last few years, and the attempt is 
being made to correct every evil and 
many things that are not by a broad 

extension of federal power and con- 
trol. 

I am not going to undertake to 
analyze the reasons for the great in- 
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dustrial depression through which 
we have so recently passed. I think 
it is more profitable to consider the 
future rather than the past, except 
so far as we may acquire experience 
by the process of trial and demon- 
strated error. It may not be out of 
place to invite attention to some of 
the errors. 


To-DAY’s FRONTIERS WIDER THAN 
EVER 


Many have attempted to diagnose’ 


our troubles by elucidating some ab- 
struse theory of their own, but often- 
times without any evident knowl- 
edge of the facts. For illustration, 
some very eminent writers have elab- 
orated upon the theory that the pass- 
ing of the frontiers of this country 
was directly responsible for a decline 
in our economic and industrial con- 
dition. They said in substance, that 
the occupation of the last of our 
frontiers prevented further expan- 
sion and development. 

It seems to me that what they fail 
to see is that the frontiers of to-day 
are something different from the 
frontiers of fifty years ago but none 
the less potent influences in the ex- 
pansion and prosperity of the busi- 
ness of the United States. 

While it is true that the plains, 
prairies and forests have been occu- 
pied and developed and the demand 
for the materials and supplies neces- 
sary for such development has largely 
terminated, nevertheless, there are 
frontiers of to-day that will more 
than absorb any losses from the com- 
plete utilization of the frontiers of 
the past. 

What are these frontiers of to- 
day? 

Well, they are almost too numer- 
ous to mention. Air conditioning, 
prefabricated houses, radios, air- 
planes and the development of ver- 
tical flight by airplane so that they 
may be landed and take off from any 
point; improved transportation which 
we see on every railroad and from 
every street corner, and improve- 
ments and inventions yet undreamed 
of. These are the frontiers of to- 
day that are awaiting development 
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by American industry and if given 
fair chance, will undoubtedly furnish 
employment and earnings and prof- 
its to an amount that will by compari- 
son dwarf the returns from the de- 
velopment of the frontiers of the 
past. 

Well, then, there were the tech- 
nocrats. You will remember that it 
was only a short time ago when 
technocracy seemed to be the leading 
theme of discussion and they told us 
it was the machine age that had 
thrown so many men and women out 
of employment: that the resulting 
loss in purchasing power was so 
great as to be directly responsible 
for the great depression that we have 
experienced in the last few years. 

Well, some men, being of a prac- 
tical turn of mind, and I suspect they 
were controllers, called attention to 
the fact that the least unemployment 
was in those industries most highly 
mechanized: for example, the auto- 
motive industry. 

We have not heard much from 
the technocrats since. 


LABOR’S SHARE GREATEST OF 
NATIONAL INCOME 


Then there were those, some of 
them in rather high places, who said 
that our troubles were due to great 
concentration of wealth in a few 
hands and they said that our pros- 
perity could only be restored by a 
redistribution of our national in- 
come. 

As a distinguished ex-governor of 
the State of New York would say, 
“Let us look at the record.” 

The United States Department of 
Commerce estimates the national in- 
come for 1937 at more than $70,000,- 
000,000. It was $78,000,000,000 in 
1929. Of the 1937 national income 
they estimate that 65 per cent. will 
go to labor. Of the remainder, about 
15 per cent. goes to small business 
men, farmers and personal service 
workers, such as lawyers, doctors, 
and the like, all of whom may fairly 
be classed as workers or laborers for 
the reason they do not live primarily 
from the income of invested capital. 
It is fair to say therefore, that labor’s 
real share of the income is 80 per 
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cent. Of the remainder about 7 per 
cent. goes to capital in dividends and 
about 7 per cent. for interest on bor- 
rowed money, bonds, bank loans and 
mortgages. The remaining five or six 
per cent. is paid in rents and royal- 
ties. 

The significance of these figures is 
that labor gets about 80 per cent. of 
the national income. 

More than that, a large share of 
the fourteen or fifteen per cent. that 
is paid in dividends and interest goes 
to millions of small investors, sav- 
ings bank depositors and policyhold- 
ers in Our insurance companies. 


Figures Not COMPILED BY 
ECONOMIC ROYALISTS 

The Boston Daily Post of Septem- 
ber 15, 1937 in an editorial from 
which I have quoted these figures 
further says: 

“These figures are compiled by 
government authorities, not by eco- 
nomic royalists. They should put at 
end once and for all the silly, but 
oft repeated, claim that 3 or 4 per 
cent. of the people own 90 per cent. 
of the wealth. Even if this were so, 
what difference would it make so 
long as 80 or 90 per cent. of the in- 
come is being widely disbursed to 95 
per cent. of the people?” 

And so it appears that the claims 
of those who say that our difficulties 
are due to great concentration of 
wealth in a few hands is not sup- 
ported by the facts. 

It seems to me that to-day the 
most important factor that retards 
the proper development of the busi- 
ness of this country is the almost un- 
limited extent to which government 
is interfering with and restricting 
the normal and entirely proper op- 
erations of industrial business and 
service enterprises. Evils there un- 
doubtedly were, but we may even be 
paying too high a price for the cor- 
rection of some of them. After all, 
what the people of this country need 
for their well being, their happiness 
and comfort, is an adequate supply 
of the necessities of life, together 
with some of its luxuries, and good 
service from our service enterprises, 
all at reasonable prices. 


The standard legal definition of a 
public utility is an organization that 
furnishes good service at reasonable 
rates to all who apply and without 
discrimination. It is that which the 
people of this country have a right to 
expect from their industrial and 
service Organizations. 

Can this result possibly be ob- 
tained by loading additional burdens, 
restrictions and expense upon those 
organizations that produce these re- 
quirements for the American people? 
Yet that is exactly what we have 
done and are doing. 

We have enormously increased the 
burden of taxation upon our indus- 
trial and service enterprises. We 
have made their operations much 
more difficult by a great complexity 
of state and federal laws and regula- 
tions. 


SOME RESTRICTIVE LAws LISTED 


The undistributed profits tax which 
penalizes plant expansion if paid for 
out of earnings to the maximum of 
twenty-seven per cent. of what such 
expansions cost. 

The Robinson Patman act which 
seeks to regulate and control prices 
in all commercial transactions of this 
country, amounting in the aggregate 
to one trillion, two hundred eight 
billion dollars, annually. To my 
mind, one might as well undertake 
to regulate the orbit of the planets. 

The corporate income tax, capital 
stock tax, the excess profits tax, un- 
distributed profits tax, the social se- 
curity and old age pay roll tax, the 
luxury and excise taxes illustrate some 
of the financial burdens that have been 
imposed upon industry and must be 
met from its gross income. 

The following is a partial list of 
federal laws placing new restrictions 
and regulations upon our industrial 
operations: 


The Labor Relations Act 

Federal Trade Commission Act 

Price Discrimination Act (Robinson Patman) 
Sales of Securities Act 

Amendments to the Clayton Anti-Trust Act 
Anti-Injunction Act 

Walsh Healey Public Contracts Act 
Public Utilities Act 

Federal Power Commission Act 
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Food and Drug Act 
Guffey-Vinson Coal Act 
Connolly Oil Act 

Packers and Stockyards Act 
Communications Act 
Vinson Navy Contracts Act 
Sugar Control Act 


THEN COME THE REGULATIONS 


But these are only the laws. Then 
we have scores of commissions for 
the regulation of industry, service 
enterprises and finance, and these 
commissions issue reams of regula- 
tions that have the force of law. 

Now I am not complaining too 
much about this degree of govern- 
ment control and regulation. If the 
American people want it, they are 
entitled to have it, but I am won- 
dering if they fully understand just 
what it costs and also that they must 
pay the cost. 

It is of course axiomatic that all 
of these new taxes, that all of the 
cost of complying with these federal 
laws and regulations, the increased 
labor cost, all must enter into the 
price of the product or service ren- 
dered. They can not be recovered in 
any other way and that of course 
means that the consumer must pay 
an increased price for the product 
and service that he utilizes. 

Again, I am not personally too 
critical of this situation, if the 
American people are willing to pay 
the price, but I wonder if they know 
they must pay it. 

Have you heard any one occupy- 
ing a position of high political au- 
thority tell the consumers of this 
country that ultimately they must pay 
the cost of these policies? If you 
have, either your hearing or your 
imagination is much better than 
mine. 

I think it is time that responsible 
organizations such as yours took oc- 
casion to inform the American peo- 
ple that prices of the goods they 
consume and services that they uti- 
lize must increase to an amount suf- 
ficient to represent the increased cost 
of production occasioned by these 
new burdens imposed on business 
and industry. 

It seems to me a simple mathe- 
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matical proposition. Take for illus- 
tration the social security-unemploy- 
ment compensation pay roll taxes 
that are cumulative. When they 
reach the maximum per cent., in a 
suit of clothes there will be a 6 per 
cent. tax on the payroll of those who 
handle the raw wool; there will be a 
6 per cent. tax on the pay roll of 
the concern that scours and cleans 
the wool; there will be a 6 per cent. 
tax on the pay roll of the company 
that weaves it into yarn; there will 
be a 6 per cent. tax on the pay roll of 
the company that weaves the yarn 
into cloth; there will be a 6 per cent. 
tax on the pay roll of the company 
that makes the cloth into clothing; 
there will be a 6 per cent. tax on the 
pay roll of the company that mer- 
chandises the clothing. The cumu- 
lation of these taxes must be repre- 
sented in the price of the finished 
article, which the consumer must 
pay. I strongly suspect that political 
considerations have caused these facts 
to be very largely obscured in any 
discussion of this subject by our ad- 
ministration leaders. 


Wuy Not AN ITEM, ‘“GOVERN- 
MENTAL BURDEN’ ? 


I find myself wondering if your 
profit and loss statement after the 
item of “factory or manufacturing 
burden” might not properly contain 
an item entitled ‘governmental bur- 
den,” thus directing attention specifi- 
cally to the cost of complying with 
these governmental requirements. 

Is it to be wondered that many of 
our industries find themselves with a 
substantial increase in volume but 
without any increase in net and in 
some cases even a lower net income? 

They tell the story up in Massa- 
chusetts about the controller who 
went to the president of his company 
not long ago and said to the presi- 
dent, “I am glad to be able to say to 
you, sir, that this company is at last 
showing a net income after a long 
period of deficits.” The president 
expressed surprise and pleasure and 
asked to see the figures. The con- 
troller showed him the figures and 
the president said, “That is fine, but 





why do you enter up the net in red 
ink? Was that force of habit?” The 
controller replied, ‘‘No, but if I had 
gone out and bought a bottle of black 
ink we would have been back in the 
red again.” 

Many of our industrialists, seeing 
their volume increase, have won- 
dered what has happened to the net. 

We are told that we need an in- 
creased purchasing power on the 
part of the people of the United 
States so that they will consume more 
of the products of industry, but you 
controllers with your hard practical 
common sense and mathematical in- 
clinations will be inclined to ask how 
there is any resulting increase in pur- 
chasing power when the increase in 
the price of the completed article 
absorbs all the increase in wages and 
remuneration received by the people 
of this country for their toil. I may 
be old fashioned and reactionary or 
an economic royalist, but neverthe- 
less I sincerely believe that the peo- 
ple of the United States will enjoy a 
greater prosperity and happiness if 
industry in this country is permitted 
to operate under the direction and 
control of the men who have created 
it, or who have had years of experi- 
ence in its operation. I am not con- 
vinced that those who have never 
employed any one except possibly a 
secretary and a manicurist are better 
able, through law and regulation, to 
operate the industries of this coun- 
try than the men who have spent 
years in the service of these indus- 
tries and who know the problem by 
intimate association with it. 


MARCH TOWARD SOCIALIZED 
COMMONWEALTH 


I wish I was enough of an optimist 
to predict a termination or even a taper- 
ing off of governmental regulation of 
industry and service enterprises but I 
must confess that it seems to me there is 
a steady and persistent march toward an 
ultimate socialized commonwealth. 

Consider for a moment the enormous 
extension of federal power over indus- 
try in the last few years. 

By the Wagner Labor Relations Act 
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the national government has assumed 
control of the labor conditions in all in- 
dustries whose products flow into the 
stream of interstate commerce, and this 
probably represents about ninety per 
cent. of all industrial production. 

Through the Federal Trade Commis- 
sion the national government has as- 
sumed control and authority over all 
trade practices. 

Through the Securities Exchange Act 
control of financing through issuance of 
securities has been assumed by the Fed- 
eral Government. 

Through the Robinson Patman Act 
the national government has assumed a 
very large measure of control over prices 
of all products entering into interstate 
commerce. 

So we have the national government 
controlling labor relations, trade prac- 
tices, prices and the financing of indus- 
trial organizations. More than that, 
under the Federal Deposit Insurance 
Corporation Act the national govern- 
ment has assumed a large measure of 
control over our state banking institu- 
tions and it has been stated by those in 
a position to know that it is the ultimate 
purpose of the federal government to 
sweep all our state financial institutions 
into absolute federal control. Then 
money may be borrowed only under 
such terms as a federal bureau may per- 
mit. 

We know that these laws are only 
initial and primary in their scope and 
application. Once established, the his- 
tory of the past teaches us that we may 
expect a continual extension of this 
power and authority until ultimately 
practically all the operations of the ac- 
tivities thus supervised are brought 
within the scope of the regulatory 
power. 

I can recall when the Interstate Com- 
merce Commission’s authority extended 
practically to nothing but the regula- 
tion of rates. This authority was ex- 
tended and extended until to-day the 
federal government even prescribes the 
size of the ash pans on the locomotives. 

And what has been the result of this 
plenary power of regulation by the 
federal government ? 

Again I suggest looking at the rec- 
ord. 
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THE STORY OF THE RAILROADS 


There was a time when the securities 
of our railroads were the standard in- 
vestments for our banks, insurance com- 
panies and trustees. This was a time 
when railroad pioneers were allowed to 
exercise their initiative freely, their own 
judgment and their own courage. 

They built railroads across the prai- 
ries, bridged the great rivers, tunneled 
the mountains and they gave to the peo- 
ple of this nation the greatest railroad 
system operating under the highest 
wages and the lowest rates of any rail- 
road system in the world. 

Today 30 per cent. of all the railway 
mileage in the United States of Class I 
railroads is in receivership or in the 
custody of trustees appointed by the 
United States Courts and slightly more 
than thirty-eight per cent. of the mile- 
age of all Class I railroads is not earn- 
ing fixed charges, and somewhat more 
than fifty per cent. of the mileage of 
Class I railroads is paying no return 
whatsoever to the owners of the equity 
in the property. 

In view of the complete character of 
the federal regulation of railroads it is 
difficult to see how the federal govern- 
ment can escape responsibility for the 
result that has been brought about by the 
heavy hand of governmental regulation. 

Of course there were evils and they 
should be prevented and punished. 

Of course there are evils in the opera- 
tions of the industrial machine of this 
country. 

Of course there have been and al- 
ways will be men selfishly inclined or 
who have a lust for power. 

They should be restrained, but to do 
this is it necessary that our whole indus- 
trial machine should be subjected to an 
ever expanding governmental system of 
regulation? That, I gravely fear, will 
have the same result that has been 
brought about in our transportation en- 
terprises. 


Wuy PENALIZE EXPANSION, AND 
DEBT PAYING ? 


The tax on undistributed profits is an 
illustration of what I have in mind. 
Undoubtedly there were a few cases, a 
very limited number, where profits were 
turned into surpluses that were inordi- 
nate and unnecessary but to compel the 


disgorgement of these surpluses in this 
limited number of cases was it neces- 
sary to penalize throughout the whole 
United States plant expansion, purchase 
of new machinery and the payment of 
corporate debts ? 

I am aware of a corporation which 
now would like to plan for the construc- 
tion of a substantial addition to its plant 
and its purpose ordinarily would be to 
set aside $50,000 a year for a period of 
years with which to pay for this plant 
expansion, all of which would furnish 
a large volume of employment, but it 
cannot do this without suffering a pen- 
alty of up to 27 per cent. of whatever 
it sets aside for this purpose. 

I am aware of another corporation in 
Massachusetts which would like to liq- 
uidate its indebtedness and get itself 
into better financial condition to meet 
the next depression. It can not do it 
without incurring a penalty up to 27 
per cent. for paying what it owes. 

Are we not paying too high a price 
for the elimination of a few evils? 

I venture to suggest that any taxes re- 
ceived upon the additional income of 
stockholders through the forced distri- 
bution of surplus is much more than off- 
set by the losses resulting from the pen- 
alties that this law imposes upon plant 
expansion and the payment of corporate 
debts and the improvident but forced 
distribution of earnings. 

The industrial machine of this coun- 
try has admittedly produced the great- 
est prosperity in necessities, comforts, 
luxuries that the world has ever known. 

Evils there were of course, but they 
were like the boils that sometimes occur 
upon the human body. It would not 
appear necessary to kill the individual 
in order to cure the boil. 

If we desire to progress in this coun- 
try to a higher level of living for our 
people of moderate means we must not 
destroy or stifle the initiative, courage, 
and pioneering determination of our 
business men. 

I think I am sufficiently familiar with 
the thoughts of business men of today to 
know that they have a feeling that the 
government is definitely antagonistic: 
that it is not fair or just in its indis- 
criminate criticisms of industry and in- 
dustrial leaders. 
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BURDEN FALLS ON CONTROLLER 


Upon you men has fallen the burden 
of conforming with a very large portion 
of these new and untried laws and ex- 
periments. You have had to attempt to 
prophesy the effect of them in the opera- 
tions of your corporations. You know 
better than any one else the resulting 
cost of them. You know better than 
any one else how much mote efficiently 
and economically your companies could 
be operated with less governmental 
regulation and control through stat- 
utory law and commissions, and there- 
fore, it seems to me pertinent, as I said 
at the outset, to invite your attention to 
these factors, to suggest that your Insti- 
tute do what it may to promote a better 
public appreciation of the burdens that 
have been placed upon your companies 
and of the governmental shackles that 
prevent normal expansion in the inter- 
est not only of the owners of your com- 
panies, but the American people who 
purchase their products. 

Our people might occasionally be re- 
minded of how much they benefit from 
industry and how absolutely dependent 
they are upon its successful operation. 

During the period of the depression, 
according to the figures of the Depart- 
ment of Commerce itself, industry in 
this country paid out $26,000,000,000 
more than it took in; that is, it turned 
into the channels of circulation $26,- 
000,000,000 that had accumulated in 
the form of surpluses, and every dollar 
of that directly or indirectly contributed 
toward the relief of the rigors of the de- 
pression. Notwithstanding the billions 
borrowed by the Federal and state gov- 
ernments as well as the billions obtained 
from taxation that were thrown into the 
war against depression, I suspect it is 
accurate to say that without the $26,- 
000,000,000 contributed by industry 
this country would have been absolutely 
paralyzed. 

I can not forbear to say just this in 
closing. I have had the opportunity for 
a fairly close observation of the opera- 
tors of many of America’s industries. 
They are men of honor and integrity, 
quite as much interested in the welfare 
of the people of this country as those 
who so ardently criticise them. 

During the last few years they have 
carried a tremendous load, a good part 
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of which should never have been placed 
upon their shoulders at a time when 
they were bending every energy to keep 
their plants in operation and furnish 
employment. When they should have 
been permitted to give their full and 
complete attention to that endeavor, 
tremendous burdens and complexities 
were thrown upon them by govern- 
mental action. 

Well, they carried that along too and 
in spite of it all have kept the industrial 
machines of this country in operation, 
for whose benefit ? For their own selfish 
advantage? Perhaps so to a slight ex- 
tent, but in the main for the benefit of 
the employment of people of this coun- 
try who are dependent upon industry 
for their maintenance and support. 


PEOPLE SHOULD KNow REAL SOURCE 
OF PROSPERITY 

I refer to these things because I think 
it is time for plain speaking and that the 
time has arrived when the people of this 
country should be told the truth about 
our industrialists to the end that the 
people of the United States may have a 
better appreciation of the real source 
and foundation of their prosperity and 
welfare; that they may understand that 
it does not flow from laws passed by 
Congress, the edicts of bureaucratic 
commissions, the criticisms and recrimi- 
nations uttered by those exercising ad- 
ministrative authority, but on the con- 
trary, basically and fundamentally, the 
welfare of the people of this country de- 
pend upon just two institutions, one the 
farm and the second, the industrial and 
service enterprises of the United States. 
To the extent that these organizations 
can be kept healthy and allowed to func- 
tion normally without undue restriction, 
the people of this country will be happy 
and prosperous, enjoying the necessities 
of life and many of its luxuries at a rea- 
sonable cost. 

There is one other factor which I be- 
lieve is profoundly affecting the welfare 
of the people of this country, to which 
I invite your attention. It may be 
regarded as psychological and senti- 
mental, but nevertheless I believe its 
ultimate effect will be to destroy that 
homogeneity of action and effort by 
our people that is so necessary to the 
promotion of both their material and 
spiritual welfare. 
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I ask you to consider what might be 
accomplished by the people of the 
United States working together in mu- 
tual confidence in the honesty and sin- 
cerity of each other instead of being 
segregated into classes and groups that 
are being taught to be suspicious of the 
motives of one another, doubtful of one 
another’s honesty, and taught to believe 
that selfishness is the predominating 
motive that activates men’s conduct. 

Did you ever hear of the commander 
of an army who deliberately sowed 
seeds of dissension among his own 
forces? Does the coach of a football 
team send his men on the field suspi- 
cious of one another’s intention to win 
and to work for the good and welfare of 
the whole team? But in the adminis- 
tration of the affairs of the people of 
this country, it seems to be the policy 
and purpose to segregate us into classes, 
divided by those responsible for this 
practice into those who have and those 
who have not, but divided from the 
standpoint of others, into those who 
have the most votes and those who have 
not. 

Instead of repeated accusations of the 
wrong-doings of a few, why not occa- 
sionally refer to the high and honorable 
purpose of the many? Instead of repe- 
tition of the evil that a few men do, why 
not substitute the good that most men 
do? 

With a leadership that would unify 
and co-ordinate the activities, the pur- 
poses and the endeavors of the people 
of this country, I am confident that a 
prosperity and happiness could be 
achieved never realized before since 
man first kept a record of the achieve- 
ments of man. 

With an organization such as that 
and so inspired, can there be any doubt 
that the welfare, the happiness and the 
contentment of the people of this coun- 
try would be tremendously advanced ? 


SUMMARY OF DISCUSSION 
OF ROBINSON-PATMAN ACT 


Mr. I. D. Dawes, of the Virginia- 
Carolina Chemical Corporation, Rich- 
mond, Virginia, a member of The 
Controllers Institute of America, pre- 
sided as chairman of one of the group 
conferences on ‘‘Accepted Procedures 
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for Compliance with Robinson-Patman 
Act,” held as a part of the program of 
the Sixth Annual Meeting of The In- 
stitute early in October in New York 
City. 

The conclusions reached by this con- 
ference group are summarized by Mr. 
Dawes as follows: 


“1. That the Robinson-Patman Act 
is still too much in the development 
stage to enable full appraisal of its 
probable operation and effects. 

“2. That the Federal Trade Com- 
mission charged with the enforcement 
of the Act appears inclined to interpret 
it on a reasonable basis. 

“3. That in considering differences 
in costs as a basis for differences in 
selling prices, the commission is more 
inclined to look at cost differentials 
based on different methods of opera- 
tion rather than those based on differ- 
ences in quantities produced. In other 
words, whether a customer purchased 
ten units or a thousand units, the com- 
mission apparently does not consider 
there is any difference in cost, if both 
quantities come out of regular produc- 
tion. This would not apply to special 
orders or those of different types. 

“4. A seller would have a better 
chance to justify cost differentials in 
connection with selling and distribu- 
tion than manufacturing costs. The 
commission is inclined to look more at 
the differences in services rendered by 
the individual customer as justification 
of price differentials than in the quan- 
tity they buy. 

“5. If cited by the commission, it 
is almost always preferable for the 
corporation to prepare a strong defense 
and submit it informally to an agent 
of the commission, or even one of its 
members, before letting the case as- 
sume a legal status, as the commission 
conducts its formal hearings wherever 
witnesses are available, thus resulting 
in traveling to many different points 
incurring great expense as well as un- 
desirable publicity. 

“6. That the Robinson-Patman Act 
did give many concerns an opportunity 
to eliminate and clean up any undesir- 
able business habits and practices for 
which they were glad to have the op- 
portunity provided by the act.” 









How Employer’s Burden of Social 


Security Work Might Be Eased 





Information Returns As to Taxable Wages Paid Employees Could Be Yearly Instead of 
Quarterly—Definitions of Employment Could Be Clarified, To Settle Independent Con- 
tractor Problems—Eliminate Unnecessary Information—Paper by Harry C. GretTz. 


CTING as a discussion leader of 
A one of the group conferences 
on Unemployment Compensation and 
Other Social Security Problems, a por- 
tion of the program of the Sixth An- 
nual Meeting of The Controllers Instt- 
tute of America held early in October 
in New York City, Mr. Harry C. 
Gretz, assistant controller of the Amer- 
ican Telephone and Telegraph Com- 
pany, presented a brief paper in which 
he summarized the moves that might 
be made to ease the burden of the em- 
ployer in many respects. 

Mr. Gretz’s suggestions are timely, 
and are in line with comments fre- 
quently made by controllers. These 
suggestions, and others, are to be pre- 
sented to those who are charged with 
consideration of proposed amendments 
of the Social Security Act. One pro- 
posal that has been made is that per- 
mission be given to employers to pre- 
sent Information Returns (SS-2a) in 
sheet form, instead of on separate 
slips. 

These discussions and suggestions 
by controllers ultimately will have their 
effect and it is hoped will achieve in 
part at least the desired results in the 
form of changes in the regulations and 
possibly in the law. —Tye Eprror. 


It is just a little more than two 
years since the Federal Social Secu- 
rity Act was passed and in the mean- 
time that law has been upheld by the 
United States Supreme Court and all 
of the states have enacted unemploy- 
ment compensation laws. The Su- 
preme Court has also upheld the 
right of the states to enact unem- 
ployment compensation laws. 

We are not now concerned as to 
whether or not there should be so- 
cial security. It is here and our job 
as representatives of employers is to 


do what we can to urge an efficient 
and economical administration by 
the governmental authorities with 
the minimum of trouble and expense 
to employers. 


OLD-AGE BENEFITS 

In order to cover as much ground 
as possible in our limited time, I be- 
lieve it will be desirable to take up 
first the old-age benefit section of 
the federal law. As you know, this 
section is to be administered exclu- 
sively by the federal government. 
Under the law there is created a 
separate department of the govern- 
ment known as the social security 
board to administer the law, al- 
though the job of making the tax 
collections is left with the Treasury 
Department under the Bureau of In- 
ternal Revenue, and regulations are 
to be issued by the latter. 

The board’s chief job is to record 
the taxable wages earned by each 
covered employee until the employee 
reaches age 65 or dies, after which 
it is required to certify the benefits 
which are to be paid by the Treas- 
ury Department. 

Our interest as employers lies in 
the problems in connection with the 
collection of the employee tax by 
deduction from salaries, with the 
preparation of the tax return, with 
the payment of the tax, and with the 
preparation of the individual em- 
ployee’s information returns. 

The tax form, SS-1, appears to be 
as simple as possible, requiring only 
the reporting of the number of em- 
ployees, the total taxable wages, and 
the amounts of employer and em- 
ployee tax. Provision is made for 
itemizing credits and adjustment in 
the amount of taxes and the one 
troublesome feature in the prepara- 


tion of the form is in this connec- 
tion. It would appear that provi- 
sion should also be made on the 
form for adjustments in taxable 
wages for amounts previously unre- 
ported or reported in error in order 
to simplify the reconciliation with 
the Forms SS-2a, Information Re- 
turn of Taxable Wages for Each Em- 
ployee. 

Under regulations already issued 
these information returns were due 
quarterly after the initial return 
which covered the six months ended 
June 30, 1937. However, as you 
probably know, the Internal Revenue 
Bureau recently suspended the Sep- 
tember 30th quarterly return and the 
next information returns will cover 
the six months’ period ending De- 
cember 31, 1937 and will be due 
January 31, 1938. 

The Information Return Form 
SS-2a also appears simple in form, 
calling only for the period-ended 
date, Employee’s Account Number 
and Name, and Taxable Wages. Pro- 
vision is also made for showing the 
employer’s mame, address where 
payroll records are kept, and Identi- 
fication Number. Item 6 calls for 
the state where the employee was 
employed at the close of the period 
if different from the state where the 
payroll records are kept and Item 7 
calls for the date of separation if no 
longer employed. These last two 
items do not seem necessary to an 
information return of taxable wages 
but apparently they will not give em- 
ployers much trouble. 


Favors MONTHLY TAX RETURN 

There has been some suggestion 
recently to change the period to be 
covered by the tax returns to quar- 
terly instead of monthly. Personally, 
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since the employer is responsible to 
the Government for the employee 
taxes, I feel that it is desirable to 
pay this money over reasonably 
promptly. Since the required data 
must be tabulated from payrolls cur- 
rently there is not much extra work 
in taking off monthly totals so that 
it seems to me the monthly report 
should be continued. 

As to the period covered by the 
Information Returns which are now 
required quarterly, I believe that, 
without losing anything of value, 
considerable savings to both the 
Federal Government and the em- 
ployers could be obtained in sched- 
uling these returns on an annual 
basis rather than quarterly. Some 
of the administrative people feel 
that frequent reporting is necessary 
because there are many small busi- 
nesses which continue for only a 
brief period and that if the returns 
are required annually, many would 
fail to report. When it was sug- 
gested that annual reporting be 
made available for well-established 
and responsible employers, there was 
some doubt that the government 
could make this distinction. Per- 
haps the answer lies in a require- 
ment for annual reporting for all 
employees on the last day of the 
year, with current reporting during 
the year for employees separated 
from the payroll. 

A further suggestion has been 
made that a plan which would per- 
mit employers to choose a year end- 
ing date other than December 31, 
subject to application to and ap- 
proval by the Social Security Board, 
would distribute the annual peak 
load throughout the year. Because 
of the $3,000 limitations on annual 
earnings and the present provisions 
of the law making increases in the 
rate of tax effective on January 1, 
this suggestion would probably re- 
quire a change in the law. However, 
it does not seem impossible since 
net income tax returns are not limited 
to calendar year operations. 


DEFINITIONS OF EMPLOYMENT MOosT 
TROUBLESOME 

Most of the troubles with the ad- 

ministrative side of the Old-Age 


Benefit section of the law have been 
with the definitions of employment, 
many of which grow out of the dis- 
tinction between employer-employee 
and independent-contractor or in- 
dependent-person relationships. The 
Bureau of Internal Revenue’s deci- 


sions are construing independent- 
contractor relationships very strictly. 
It will probably require a series of 
court cases before employers will 
know just where to draw the line 
between employee and independent- 
contractor relationships. 

Some trouble has been encountered 
because the reporting and payment 
of tax was associated with the pay- 
ment of the wage, whereas most em- 
ployer payroll and earnings records 
are maintained on an earned basis. 
A provision in the regulations in- 
troducing the term ‘constructively 
paid” overcomes this difficulty be- 
cause it is possible to assume that 
wages are “constructively paid’ as of 
the close of the pay period, in which 
case the returns will cover taxable wages 
for pay periods completed within the 
period covered by the return. 

Aside from the matter of the fre- 
quency of the information return 
and the troubles with the definition 
of employment, the administration 
of the old-age benefits from the 
employer's viewpoint appears to be 
progressing smoothly enough con- 
sidering the newness and the mag- 
nitude of the undertaking. On the 
government’s side some difficulties 
have been encountered with the ini- 
tial Form SS-2a returns, as would be 
expected because employers were 
working with a new job and the 
government’s set-up for processing 
the forms is being tested under ac- 
tual conditions for the first time. 


UNEMPLOYMENT COMPENSATION 
(Federal Act and 48 States, 2 Terri- 
tories and the District of Columbia) 

The administrative side of un- 
employment compensation involves 
employers in tax returns to the Fed- 
eral Government annually and con- 
tribution (tax) returns to the states 
mostly on a monthly basis; also, in- 
formation returns to the state com- 
missions. 

There seems to be much more 
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room for simplification in connec- 
tion with unemployment compensa- 
tion than with old-age benefits. To 
begin with, the benefit structure in 
the unemployment compensation 
laws is too complicated to be easily 
understood by the beneficiaries or 
to be effectively handled by the 
clerical forces in the state commis- 
sions. The weekly benefit rate is 
usually 50 per cent. of a full-time 
weekly wage subject to maximum 
and minimum limitations. 

The term “full-time weekly rate’ 
was unfortunate. It sounds simple 
enough until you start to apply it. 
Then you begin to ask what a full- 
time weekly rate is for a piece-work 
or an agency employee or for an 
employee not working _ steadily. 
Many of the early laws required the 
keeping of records and reporting of 
hours worked, as well as earnings by 
pay periods. Some attempt was 
made to modify this in the latest 
draft bill issued by the Social Se- 
curity Board, and adopted now by 
most of the states, by adding a provi- 
sion that if the full-time weekly rate 
can not readily be determined it will 
be one-thirteenth of the earnings in 
that quarter of the base year in 
which the earnings were highest. 

It would have produced better un- 
derstanding on the part of benefi- 
ciaries and it would have been easier 
to administer in the state offices if 
the benefits had been related directly 
to annual earnings in the period im- 
mediately preceding unemployment. 
One per cent. of the annual earn- 
ings or 4 per cent. of the highest 
quarter’s earnings would produce 
practically the same weekly benefits 
as 50 per cent. of the full-time earn- 
ings, except to individuals working 
less than full time, and while the 
present laws will result in a higher 
weekly rate for the latter class of 
workers, the provisions governing 
the duration of benefits restrict the 
higher rate to a shorter period. 

Thus, the advantage between the 
two plans narrows down to those 
individuals who, after working less 
than full time prior to unemploy- 
ment, remain unemployed for a rel- 
atively short period. But for these 











326 


individuals as well as all others, con- 
tributions have been collected only 
on their earnings. Considering all 
angles to the question it is submitted 
that the net advantage, growing out 
of the better understanding to the 
beneficiary, a minimum of appeal 
cases and the economical handling 
by the state clerical forces, fully jus- 
tifies annual earnings prior to un- 
employment as the base for weekly 
benefits as well as their duration. 


DIFFERENCES IN STATE LAWS 


Employers operating in several 
states are confused by the differences 
in the laws of the several states as 
well as in the regulations and re- 
porting requirements. As to the 
laws, some states, as well as the fed- 
eral government, tax the total pay- 
roll for covered employment. Some 
states tax either the first $3,000 or 
exclude the total pay of workers 
earning more than a given amount. 
Most of the states fix the rate at 90 
per cent. of the Federal rate, but 
some few have the rate the same as 
the Federal. In order for a state to 
obtain the maximum amount for its 
unemployment compensation fund 
without forcing any employer to pay 
more in the aggregate to the federal 
government and the states than the 
gross federal tax, the tax base for 
the state should be the same as the 
federal, and the tax rate 90 per cent. 
of the federal rate. 

Some states tax employees but 
most do not. Two states whose orig- 
inal laws provided for employee 
taxes for unemployment compensa- 
tion have since repealed this require- 
ment. In one jurisdiction, viz., Dis- 
trict of Columbia, the law provides 
for part of the contributions to the 
fund to come from the general 
funds. Some of the laws provide 
for employer merit rating tied into 
employer reserve accounts or into a 
pooled fund, while some attempt to 
combine the two. Some states have 
postponed, subject to study, merit 
rating provisions. 


UNNECESSARY INFORMATION 
REQUIRED 
As I said previously the real 
trouble to employers, whether op- 





erating in one or more than one 
state, begins with the requirements 
for recording and reporting. Under 
some of the earlier laws records 
must be kept and reports made of 
hours worked and money earned for 
each pay period, although this de- 
tail has been eliminated in most jur- 
isdictions. Many of the burdensome 
requirements are for data which at 
best can only be used for statistical 
purposes, having no direct bearing 
on either the function of collecting 
the tax or of the payment of benefits. 
Why should it be necessary to break 
down taxable wages by pay periods 
or by locations either in the contri- 


- bution report or the information re- 


turn? 

Another point that perplexes 
most employers with large numbers 
of workers, especially those with 
stable employment, is the necessity 
for current information returns for 
all employees when it is obvious that 
a large majority will never be eligi- 
ble for benefits and in addition a 
relatively short history of earnings 
is all that counts in the determina- 
tion of benefits for those who do 
become entitled to them. In the 
only state where there has been any 
experience in the payment of bene- 
fits, viz., Wisconsin, 52,000 unem- 
ployed were paid benefits although 
contributions were paid on more 
than 425,000 covered employees. 
Thus, less than 13 per cent. were in- 
volved. Why set up records for the 
other 87 per cent.? Some states 
not only set up records for all cov- 
ered employees but plan to calculate 
the benefit rate to which each em- 
ployee would be entitled should he 
become unemployed. 


How EMPLOYER’S BURDEN MIGHT 
BE EASED 

It would seem desirable in order 
to secure economical and efficient 
administration from the standpoint 
of the employer and even more so 
for the state, to give the well-estab- 
lished employer the option of mak- 
ing current information reports for 
all employees or separation reports 
for employees leaving the service. 
The option might be further ex- 
tended to permit a qualified em- 
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ployer to classify his employees 
between regular and temporary, in 
which case he would use the separa- 
tion reporting method for regular 
employees and current reporting 
method for temporary employees. 

Most of the states not only require 
complete current information re- 
turns for all employees but require 
the data for several employees to be 
listed on a single form. This may 
introduce a small saving to employ- 
ers as compared to using an individ- 
ual slip for each employee, but it 
promotes extra work in the commis- 
sion’s offices. The slips could be 
filed pending the registration of the 
worker for employment and _ benefits 
whereas the list requires the data to 
be transcribed either manually or by 
machine to a separate record filed 
under the worker’s account number. 

In a consideration of the problems 
growing out of the administration 
of the social security laws employers 
must keep in mind that their ex- 
penses will be affected from three 
sources: the direct tax, their office 
expense in record keeping and re- 
porting, and in the general taxes 
where the administrative expense of 
the government in excess of the 10 
per cent. of the unemployment tax 
must be absorbed. 

In closing, may I suggest to control- 
lers generally that they urge a simpli- 
fication of the laws and regulations, 
more especially for an annual report- 
ing of old-age benefit data, and a sim- 
ple benefit structure and optional 
“separation” reporting under unem- 
ployment compensation. There is no 
point in coordinating quarterly returns 
for old-age benefit and unemployment 
compensation. The Social Security 
Board requires a report of total earn- 
ings up to $3,000 per year per em- 
ployee, earned after 1936, in order to 
figure old-age or death benefits, where- 
as the state unemployment commis- 
sions require only earnings data for 
not more than two years prior to un- 
employment and only for those who 
become unemployed. And while uni- 
formity between states is desirable, it 
will be useless to try for it until the 
present requirements of the individual 
states are materially simplified. 























Uneconomic Taxation of Business Is 


Chargeable Primarily to Depression 


Gradual Improvement In Income Tax System Had Been In Progress For Years Be- 
fore Business Collapse—Those Gains Wiped Out—Capital Gain and Loss Provwi- 
sion Responsible for Wide Fluctuations In Yields—Paper by GopFrry N. NELSON. 


ANY interesting facts concerning 
the methods of taxing business 
in the United States were presented by 
Mr. GopFrey N. NELSON, in a paper 
presented by him to members and guests 
of THE CONTROLLERS INSTITUTE OF 
AMERICA at the time of its sixth annual 
meeting early in October. Mr. Nelson, 
taxation authority of the New York 
Times gave a quick review of this 
country's tax system, and pointed out its 
weaknesses and defects. He also 
pointed to simple proposed amend- 
ments which he believes would be most 
helpful economically if enacted. 
—THE EpIrTor. 


The general dissatisfaction with 
the federal taxation of business is not 
confined to those who pay the tax 
bills. The administration at Wash- 
ington as well as the Congress have 
tacitly acknowledged the need of im- 
provement in our revenue laws; they 
have both appointed committees to 
make comprehensive studies leading 
to the complete revamping of the 
federal tax system. The composite 
recommendation of these committees 
should be productive of beneficial re- 
sults. 

Hopeful as these indications for 
revision may be, however, real tax 
reform it may be observed rarely 
comes about without intensive agi- 
tation on the part of taxpayers. Prob- 
ably one of the most important tax 
reforms ever achieved in a period of 
governmental stress for revenue, was 
the repeal in 1920 of the war excess 
profits tax, and this was attained 
largely through the activities of busi- 
ness organizations of taxpayers. Spe- 
cifically, I may say that that accom- 
plishment is creditable largely to the 
campaign for repeal conducted by 
the National Industrial Conference 


Board, supported by many affiliated 
associations, some of them national 
in scope. Without sponsorship of 
like importance it is hardly to be ex- 
pected that any real reform would be 
forthcoming in the next session of 
Congress. While it is reasonably cer- 
tain that changes will be made next 
year in our revenue laws, the nature 
and extent of changes favorable to 
taxpayers rest with the taxpayers 
themselves. 


TAXPAYERS MusT SEEK RETRENCH- 
MENT 

But my purpose here is not to deal 
with tax reform as such, because that 
would necessarily involve the discus- 
sion of many fiscal problems now con- 
fronting the nation. Nevertheless, I 
am not unmindful of the fact that no 
plan of taxation, however well con- 
ceived, could possibly lessen the tax 
burden without contemplating the sub- 
ject of retrenchment in public expen- 
ditures. So long as the government 
continues to extend the variety of its 
functions and activities there can be 
little hope of relieving the total bur- 
den of taxation. Progress in this direc- 
tion will require the concerted action 
of large and prominent aggregations 
of taxpayers. 

I shall confine myself to that phase 
of the taxation of business which has 
to do with unfavorable reactions of 
certain forms of taxation on business 
and especially with the depressing 
effects thereon of particular federal 
taxes now in force. Probably at no 


time in the industrial and commer- 
cial history of the country have fed- 
eral taxes so vitally influenced the 
stability and development of busi- 
ness enterprise as at present. 

The effects of our present tax 
laws, not only on the avails of iso- 





lated transactions but on the results 
of operations for whole taxable peri- 
ods, may be so drastic and far reach- 
ing that business must be conducted 
constantly with an eye to possible 
reactions of these laws. And whether 
precautions taken in easing the im- 
pact of these measures be labeled tax 
avoidance or tax evasion in my 
Opinion is quite unimportant as com- 
pared with the latent economic de- 
structiveness inherent in certain pro- 
visions of the law. Self-preservation 
in the case of business enterprise, as 
in that of the individual, under any 
scheme of taxation, is and ever has 
been one of the strongest impulses. 


IMPROVEMENTS IN TAX SYSTEM 
WIPED OuT BY DEPRESSION 


A review of the development of 
our system of income taxation since 
the adoption of the sixteenth amend- 
ment shows that until the advent of 
the depression a gradual evolution- 
ary advance was in progress and that 
since then there has been a notice- 
able change in tax legislation un- 
favorable to the general welfare of 
business and its interests. 

Prior to the world war the peak 
surtax rate on individuals was only 
13 per cent., and that was effective 
only as to incomes over $2,000,000; 
the graduation of rates advanced 
slowly, a net income of $100,000 
carrying a surtax of only $2,000. The 
income tax on corporations was only 
2 per cent. 

The world war emergency brought 
the individual surtax to a peak rate 
of 65 per cent. applicable as to in- 
comes above $1,000,000, and the 
normal tax on corporations to 12 per 
cent. In addition to the increased 
rates there were introduced two 

(Please turn to page 330) 
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Brief Items from Here and There of Ingst 





Identification of Employees from 
Reports Filed Is Doubtful 


Some interesting facts with respect to 
1936 earnings reports filed by California 
employers and others, are disclosed in a 
communication sent out by the California 
Manufacturers Association in a discus- 
sion of methods of qualifying for reduced 
employer contributions. The California 
Unemployment Reserves Commission re- 
cently issued an urgent appeal for the fil- 
ing of employee social security numbers 
and stated that its survey of earnings re- 
ports indicates that in 22 per cent. of the 
cases identification of the employees is 
extremely doubtful, due to the first and 
last names being identical. The statement 
adds that in 40 per cent. of the cases there 
is no social security card duplicate show- 
ing a name similar to the one submitted 
by the employer. 

Of the 1936 earnings reports filed, it 
is stated that 52 per cent. failed to list 
social security numbers, that 38 per cent. 
of this 52 per cent. are “reasonably iden- 
tifiable’; and that of this 38 per cent. 
only 9 per cent. are considered “positively 
identified.” 

The report further states that of the 
1937 earnings reports surveyed, only 17 
per cent. of the commission’s record cards 
show social security numbers. 

The comment is made by the California 
Manufacturers Association that although 
the securing and filing of employee social 
security numbers are primarily of impor- 
tance to the employee, inasmuch as they 
are mecessary in order to secure benefit 
payments, nevertheless employers are af- 
fected because they may secure reductions 
in contribution payments four years hence 
if their ‘reserve accounts” are full. 


Social Security Board Modifies 
Rules as to Form SS-2a 


New instructions have been issued by 
the Bureau of Internal Revenue with re- 
spect to the form in which the information 
return known as SS-2a may be presented to 
the Bureau. The new instructions are 
known as SST-Mimeograph Coll. No. 
4677, and supersede SST-Mimeograph 
Coll. No. 4627. 

The new instructions give permission 
to employers to print Social Security Tax 
Form SS-2a as a continuous form with 
deviation of vertical dimension. They 
give a list of examples which may be fol- 
lowed by employers. 

Employers who are to use the continu- 
ous forms, for which permission is given 
in the recently issued instructions, will 
be required to separate them before fil- 
ing with the collectors’ offices. 

It is pointed out in the recently issued 
instructions that numerous requests have 
been received by the Bureau from em- 


ployers for permission to fill out Form 
SS-2a, with respect to the first four items, 
by some method other than that pre- 
scribed under the instructions appearing 
on the back of the form, due to the fact 
that they have purchased mechanical de- 
vices which will not record the required 
information under the proper item. 

Eight different methods are set forth in 
the examples of the forms which will 
be acceptable to the Bureau. The instruc- 
tions state that permission to fill out the 
forms in accordance with four of the ex- 
amples presented is granted only where 
plates have already been obtained or 
where mechanical devices have been pur- 
chased which may not be adapted to con- 
form to the methods preferred by the 
Bureau, and that when it becomes neces- 
sary to make new plates they must con- 
form to the methods preferred by the Bu- 
reau. 


Second Opinion on Condensation 
of Descriptions in Prospectuses 


An opinion by Mr. Harold H. Neff, 
director of the Division of Forms and 
Regulations of the Securities and Ex- 
change Commission, was made public by 
the Commission under date of October 
19. It deals with the mode of condensing 
the technical description of securities in 
prospectuses issued under the Securities 
Act of 1933. This was the second opin- 
ion with respect to this question and was 
in response to inquiries from the Invest- 
ment Bankers Conference, Inc. The opin- 
ion is about 3,000 words in length and 
gives examples of descriptions which are 
regarded by the commission as too de- 
tailed and verbose. The first opinion by 
Mr. Neff on this subject was made pub- 
lic on July 12. 


Insurance Premiums Paid by 
Employer Classed as Compensation 


The United States Supreme Court re- 
cently denied Paul J. Bonwit, president 
of Bonwit-Teller & Company, a review 
of Federal income tax assessments levied 
against him for premiums paid by the 
company on insurance policies issued 
against his life. The policies were for 
$500,000 and were taken out by the com- 
pany in 1923 with the company as bene- 
ficiary. Five years later, however, the 
policies were changed, naming Bonwit’s 
wife and two sons as beneficiaries. The 
Bureau of Internal Revenue decided that 
premiums paid by the company on these 
policies should be classified as compensa- 
tion to Bonwit. The Board of Tax Ap- 
peals over-ruled the Bureau’s decision, 
but later the Second Circuit Court of Ap- 
peals over-ruled the Board of Tax Ap- 
peals, and upheld the Bureau of Internal 
Revenue. 


Subjects Considered by Advisory 
Council on Social Security 


Among the subjects considered by the 
Advisory Council on Social Security 
which met in Washington November 5 
and 6, in response to a call for its first 
session, were: 


The advisability of commencing pay- 
ment of monthly benefits under Title II 
sooner than January 1, 1942. 

The advisability of increasing the 
monthly benefits payable under Title II 
for those retiring in the early years. 

The advisability of extending the bene- 
fits in Title II to persons who become in- 
capacitated prior to age sixty-five. 

The advisability of extending the bene- 
fits of Title II to survivors of individuals 
entitled to such benefits. 

The advisability of increasing the taxes 
less rapidly under Title VIII. 

The advisability of extending the bene- 
fits under Title II to include groups now 
excluded. 

The size, character and disposition of 
reserves. 


American Institute Making Study g 
of Record Paper Costs * 


A study is being made by the American 
Institute of Accountants of the ‘“Approxi- 
mate Percentage which Record Paper i ) 
Represents in Relation to the Total Cost 
of an Accounting Department.” The In- 
stitute asks for information broken down 





( 
as follows: ? j 
1. Fixed charges; 2. Supervision and 
labor; 3. Equipment depreciation; 4. In- ( 
surance; 5. Taxes; 6. General supplies I 
other than paper; 7. Record paper. ; 
I 
Edison Electric Institute Holds é ; 
First Accounting Conference x 
The first national accounting conference 3 
of the Edison Electric Institute was held 
November 8, 9 and 10 at the Book-Cadil- 
lac Hotel, Detroit. The conference was ‘ it 
arranged by the Accounting Committee of C 
The Institute and various specialized re 
groups. To afford an opportunity for 2 
those interested in accounting and others a 
in the industry to conduct informal dis- Ps 
cussions of accounting subjects and of ‘. 
mutual problems of current interest, a full 
day was devoted to plant accounting and 
related matters. Mr. Bernard S. Rodey, f 
Jr., chairman of the Accounting Commit- ; 
tee presided. He was assisted by Messrs. : 
C. E. Kohlhepp, G. U. Stewart and J. H. : at 
Lobban, past Chairmen of the Committee. f he 
Several members of The Controllers In- f at 
stitute of America presented papers and is 
took part in other ways in the program. pi 
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Method of Inventory Pricing 
Affects Taxable Income 


An officer of a prominent New England 
company, in addressing a group of con- 
trollers recently, on the subject of the 
last-in-first-out procedure, made the com- 
ment: 

“Like many other concerns, our inven- 
tory problem is a serious one. The method 
of inventory pricing does affect our tax- 
able income, and the method of costing 
sales quite often influences the manage- 
ment in respect to sales prices and other 
policies.” 


Articles on Accounting 


Machinery Published 


Two of the four principal items pub- 
lished in the October, 1937, issue of ‘“The 
New York Certified Public Accountant” 
had to do with accounting machinery. 
Both of these items, “The History of 
Accounting Machinery” and ‘Accounting 
Machinery of Today,” were prepared by 
the Society’s Committee on Accounting 
Machinery. 


Accounts Receivable Report 
Described by Controller 


Mr. Sam Kawin, of Desmond’s, Los 
Angeles, in an address before the Retail 
Controllers Association of Los Angles on 
“Credits and Collections from a Con- 
troller’s Viewpoint,” referred to a report 
form which he devised and which is in 
current use, entitled “Accounts Receivable 
Report.” This is compiled at the end of 
each month and three copies are made, 
one being supplied to the management, 
one to the credit manager, and the third 
retained by the controllers office. The 
form of report was reproduced on Page 
12 of “The Balance Sheet” for October, 
1937, published by the Controllers Con- 
gress of the National Retail Dry Goods 
Association. 


Oil Company Accountants 
Meet in Chicago 


The American Petroleum Institute held 
its annual meeting at the Stevens Hotel, 
Chicago, November 8 to 12. Its advance 
registrations indicated that more than 
2,000 oil men would be in attendance. The 
accounting section of The Institute includes 
many members of The Controllers Insti- 
tute of America, who planned to attend. 


American Accounting Association 


To Meet in Atlantic City 


The American Accounting Association 
announces that its annual meeting will be 
held in Atlantic City December 27, 28 
and 29, and that an interesting program 
is being arranged. The Association has 
published its first monograph—Perry Ma- 





son’s “Principles of Public Utility De- 
preciation.” It is announced that this is the 
first of a series of monographs which will 
be published as a result of the research 
program developed by the Executive Com- 
mittee of the Association. 


Many Companies Change to 
Natural Fiscal Year 


In a report presented to the National 
Business Year Council on September 21 
at a meeting held in New York, it was 
stated that Treasury Department reports 
indicate that 3,373 companies changed to 
the natural fiscal year as contrasted with 
the calendar year, in the period from 
June, 1936 to July, 1937. In the previous 
year 6,383 companies changed to the nat- 
ural fiscal year. 


Marketing Conference To Be Conducted 
by American Management Association 


More than five hundred sales executives 
are expected to attend the marketing con- 
ference of the American Management As- 
sociation, which is to be held on Novem- 
ber 18 and 19 at the Hotel Pennsylvania, 
New York City. 

Strong interest has been shown, in 
methods of paying salesmen and in sales 
training programs, it was announced by 
J. H. Macleod, vice president of the Hinde 
& Dauch Paper Company and H. W. 
Dodge, vice president of The Texas Com- 
pany, who are in charge of the associa- 
tion’s marketing division. 

The conference will begin on Thursday 
morning, November 18, with an address 
by Harry Boyd Brown, national merchan- 
dising manager, Philco Radio and Televi- 
sion Corporation, on “Is There a Science 
of Selling?” Mr. Brown will be followed 
by J. M. McKibbin, Jr., apparatus adver- 
tising and sales promotion manager, 
Westinghouse Electric & Manufacturing 
Company, who will speak on “Creating 
and Maintaining Sales Enthusiasm.” At a 
luncheon session on Thursday, Frank W. 
Lovejoy, sales executive of Socony-Vac- 
uum Oil Company, Inc., will speak on 
“Thinking with the Man in the Street.” 
On Thursday afternoon R. F. Lovett, 
manager, personnel research department, 
The Procter & Gamble Company, will 
discuss “Training and Retraining Pro- 
grams.” 

C. B. Larabee, managing editor of 
“Printers’ Ink,” will give a paper on “In- 
centive and Compensation Plans for Sales- 
men.” This will be followed by a paper 
on “Direct Mail as an Order Producer” 
by Leonard J. Raymond, president of 
Dickie-Raymond, Inc. Mr. Merrill B. 
Sands, President of Dictaphone Sales Cor- 
poration, will preside as chairman at the 
Thursday afternoon session. 

On Friday morning Frederick B. Heit- 
kamp, vice president of the American 
Type Founders Sales Corporation, will 





discuss ‘Checking the Industrial Sales 
Outlet.” This will be followed by an ad- 
dress on “Public Relations and the Sales 
Policy” by Edgar Kobak, vice president, 
Lord & Thomas, New York. 

The legislative side of marketing prob- 
lems will be discussed by Paul S. Willis, 
president, Associated Grocery Manufac- 
turers of America, Inc., who will give a 
paper entitled “Effects of Recent and 
Pending Legislation on Marketing.” On 
Friday afternoon, Mr. A. W. Ramsdell of 
Ramsdell & Haase, Division of Daniel 
Starch, Inc., will speak on “Sales Cost 
Controls.” Closing discussion will be 
given by Mr. H. G. Weaver, director of 
the consumer research staff, General Mo- 
tors Corporation, Detroit. 


Progress Made by Advisory 
Council on Social Security 


Whether the reserve account provision 
or any other provisions of the Social Se- 
curity Act should be revised, and if so, 
how, will be discussed by the Advisory 
Council on Social Security December 10 
and 11. The council adjourned to that 
date on November 6, after two days’ 
consideration of the fundamental prob- 
lems involved, both in the benefit and the 
tax provisions of the old-age insurance 
phase of the social security program. 

The Council, made up of leaders of or- 
ganized labor, business, and the public, 
adopted the following suggestions of the 
sub-committee: 


That, the Interim Committee discuss 
with the Sub-Committee of the Senate 
Finance Committee and the Social Se- 
curity Board the activities of the Council, 
with a view to securing suggestions as to 
what is wanted of the Council; 

That, outside experts be invited to 
present their views informally to the 
Council at the next meeting; 

That, at the next meeting of the Coun- 
cil, emphasis be given to the problems of 
taxation, reserves, and benefits; 

That, the Social Security Board be re- 
quested to prepare a statement of the 
pros and cons of the problems to be con- 
sidered. 


The Interim Committee consists of: 
Walter D. Fuller, president, Curtis Pub- 
lishing Company, Philadelphia; Marion 
B. Folsom, treasurer, Eastman Kodak 
Company, Rochester, New York; G. M. 
Bugniazet, secretary, International Broth- 
erhood of Electrical Workers of America, 
and president of Union Cooperative In- 
surance Association, Washington, D. C.; 
Lee Pressman, chief counsel, Committee 
on Industrial Organization, Washington, 
D. C.; Henry Bruere, president, The 
Bowery Savings Bank, 110 East 42nd 
Street, New York, New York; and Ed- 
win E. Witte, University of Wisconsin, 
Madison, Wisconsin. 
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profits taxes, entirely new in prin- 
ciple, the excess profits tax and the 
war profits tax. While both of these 
measures were imposed at exception- 
ally high rates, they contained some 
mitigating administrative provisions ; 
for example, they permitted the de- 
duction of credits, based on invested 
capital, of not less than 8 per cent. 
and an exemption of $3,000. Thus 
a return on invested capital of at 
least 8 per cent. was made free of 
the profits taxes. Moreover, they 
provided for special relief for those 
corporations whose statutory in- 
vested capital was not determinable, 
whereby such companies could be 
taxed at rates paid by representative 
corporations engaged in a like busi- 
ness whose statutory invested capital 
was acceptably determined. 


LEviES EQUITABLY ADMINISTERED 

Harsh as these levies were as to 
rates, and sometimes as to the man- 
ner of calculating invested capital, 
they were, nevertheless, adminis- 
tered with great regard for equalities 
as between taxpayers engaged in 
similar industries. Moreover, where 
a corporation could show that it was 
financially incapable of meeting an 
assessment determined by the stat- 
utory formula, or that payment 
worked extreme hardship, a com- 
promise offer was invariably ac- 
cepted. And severe as those unprec- 
edented measures were, I have never 
heard of one case where the taxpayer 
was driven out of business by reason 
of the government’s enforcement of 
their provisions. It was my experience, 
moreover, that in cases of offers in 
compromise where the taxpayer was an 
employer of labor, the continued em- 
ployment of such labor by the taxpayer 
was recognized by the government as a 
consideration in reaching a settlement. 

After the armistice the govern- 
ment became aware that with the 
then prevailing decline in market 
prices of commodities many concerns 
would suffer trading losses on their 
merchandise inventories. To relieve 
these situations—and there were 
thousands of them—a law was 
promptly enacted providing for the 
deduction of losses sustained in 1919 


from the incomes of 1918, thus per- 
mitting the restatement of the 1918 
tax, allowing a refund of the excess. 
The allowance of claims for amorti- 
zation of facilities acquired during 
the war period was also a note- 
worthy relief measure. 

One of the most important evolu- 
tionary steps in the development of 
the income tax, contained in the 
1921 Act, was the privilege of carry- 
ing forward net business losses as 
deductions from income of two suc- 
ceeding taxable years which had the 
effect of averaging profits and losses 
over a three year period. Another 
forward step in tax legislation, con- 
tained also in this act, was the limi- 
tation of the tax on capital gains to 
124 per cent., whereby capital losses 
were deductible on the same basis 
and this was thought to be the first 
step in the ultimate elimination of 
the capital gain tax. The same rev- 
enue act continued to permit the fil- 
ing of consolidated returns of affili- 
ated companies whereby the net loss 
of one or more corporations could 
in effect be deducted from the net 
income of other affiliated companies. 


PERIODS OF LIMITATION EXTENDED 


On several occasions the periods 
of limitation fixed by statute were 
extended by amendment of the law 
for the mutual benefit of the govern- 
ment and taxpayers, and in some 
cases this was done with a view to 
enabling taxpayers to obtain statutory 
relief under prior acts which Congress 
has intended they should have. 

Adoption of these and other amel- 
iorating provisions evidenced unmis- 
takable consideration for the best 
interests of business. Instead of mak- 
ing the raising of revenue the single 
aim of tax levies it was sought by 
these measures to foster industrial 
development and to strengthen the 
fabric of business. Nor were these 
equitable grants the marks of weak- 
ness or paternalism on the part of 
the government. On the contrary 
they were calculated to promote 
sound business practice and financial 
stability with a view to greater rev- 
enue yields to the government in en- 
suing years. 
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For nearly a decade, and until it 
was interrupted by the depression, 
the income tax operated on a basis 
that permitted and encouraged in- 
dustrial expansion. Except for capi- 
tal gains, the amount taxable as in- 
come was generally as close to the 
true net income as could be deter- 
mined for practical tax purposes. 
Tax rates were on the decrease and 
the government revenue was fairly 
constant despite very substantial rate 
reductions. Moreover, the sensitive- 
ness of business to taxes was invari- 
ably demonstrated on the occasion 
of each reduction by increased busi- 
ness activity. 


TAXABLE INCOMES DISAPPEAR 

In recent months we have heard 
much on the subject of tax avoidance 
and tax evasion by the so-called very 
rich. Their taxable income naturally 
comes from business or investments 
in business. The statistics of income 
conclusively show that as and when 
individual surtax rates are boosted 
to unreasonable heights the taxable 
income of the ‘very rich” has an un- 
canny tendency to disappear from 
view of the tax.collector. 

Treasury statistics for the years 
1916 to 1921, when surtax rates rose 
from 13 to 65 per cent., show that 
despite gradual and consistent ex- 
pansion of total net income reported 
by all taxpayers, advancing from six 
to nearly twenty-four billions, the 
number of taxpayers with incomes 
of more than $300,000 decreased 
from 1,296 to 395; conversely the 
statistics show that from 1924 to 
1929, when surtax rates decreased to 
20 per cent., with total reported net 
income varying only between twenty- 
two and twenty-five and a half bil- 
lions, the number of these large tax- 
payers increased from 774 to 3,130. 

This inverse ratio is unquestion- 
ably chargeable to the tendency of 
capital to escape high surtaxes by 
withdrawing investments from busi- 
ness and by reinvesting in tax-free 
securities. With constantly increas- 
ing tax-free issues and with such in- 
vestments yielding under present tax 
rates the equivalent of as much as 22 
per cent., public securities enjoy a 
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very great advantage over private 
securities. Obviously this inequality 
can only be mitigated by the adop- 
tion of moderate surtax rates. 

The depression came, not because 
of, but in spite of, a reasonably suc- 
cessful and productive income tax 
structure. Nor was the dispropor- 
tionately large falling off of revenue 
during the depression years charge- 
able to the taxes on earned and busi- 
ness income; the lessening of rev- 
enue was due largely to the capital 
gain and loss provisions which, al- 
though productive of large revenues 
in prosperous years had the effect of 
precipitously shrinking the revenue 
in subnormal years. 


INSTABILITY OF INCOME TAX SYSTEM 


In this connection it is noteworthy 
that a Ways and Means Subcommit- 
tee of the House of Representatives, 
commenting in November, 1933 on 
the instability of our income tax sys- 
tem as compared with the English, 
stated: ‘The stability of the British 
revenue over the last 11 years is in 
marked contrast to the instability of 
our own. In that period the maxi- 
mum British revenue was only 35 
per cent. above the minimum, while 
in our own case the percentage of 
variation was 280 per cent. While 
this stability of the English revenue 
is not entirely due to their treatment 
of capital gains and losses, it is a 
very important factor in producing 
this condition.” 

Apart from the recognition of 
capital gains and losses, we had built 
up a sound and rational taxing struc- 
ture which, by the adjustment of 
rates alone, should have been capable 
of producing revenue up to any rea- 
sonable fiscal requirements. 

In the midst of the depression, 
however, in an almost desperate de- 
termination to replenish the Treas- 
ury, instead of eliminating the tax 
on capital gains and losses which 
had proved a drain instead of a pro- 
ducer we proceeded gradually to 
destroy, step by step, the beneficent 
taxing features instituted more than 
a decade before. 

Although some legislative changes 
were made in the Nineteen Twenties 
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whereby it was sought to close loop- 
holes in the law, in no case was there 
any disturbance during those years 
of the broad fundamental principles 
of taxation. These amendments con- 
sisted mainly of restrictive provisions 
in respect to corporate reorganiza- 
tions, and a narrowing of the defini- 
tion of affiliations with a view to 
tightening up on the privilege of 
filing consolidated returns. The 
maximum surtax rate of 65 per cent. 
for 1921 went down to 50, then to 
40 and finally to 20 per cent., which 
was in force until 1932. 


EQUITABLE PROVISIONS MODIFIED 


The 1932 Revenue Act not only 
increased the peak rate to 55 per 
cent., but it introduced modifications 
of some of the more equitable pro- 
visions of prior revenue laws. Losses 
sustained from the sale of stocks and 
bonds held for two years or less, 
then deductible without limitation, 
were made deductible only from the 
income of similar transactions except 
that the excess loss of one year could 
be carried forward into the next year 
as a deduction from similar gains. 
By the same act the carry-over privi- 
lege of spreading net business losses 
over the next succeeding two years 
was reduced to one year. 

The National Industrial Recovery 
Act, passed in June, 1933, marked 
the beginning of a new policy of the 
federal taxation of business. The 
remaining one year carry-over privi- 
lege in respect to business losses, as 
well as non-capital security losses, 
was retroactively repealed and by 
that repeal the one year provision, 
previously adopted, never became ef- 
fective. In this act there was also 
adopted the capital stock tax and the 
excess profits tax. This capital stock 
tax introduced an innovation in re- 
spect to the declaration of value of 
capital stock, imposing the unusual 
condition that the value declared 
could not be changed. 

Then followed, in the enactment 
of the 1934 Act, the elimination of 
the limitation of 1214 per cent. on 
capital gains and the introduction of 
the restriction on capital losses, limit- 
ing such deductions to the arbitrary 
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The same act 


amount of $2,000. 
also repealed the privilege of filing 
corporate consolidated returns ex- 
cept in respect to railroads. 

The taxation of business, in point 
of mitigating and equalizing fea- 
tures, was then back to where we 
started in the early years of the in- 
come tax. Fortunately, the spirit of 
the N.R.A. was not opposed to 
mergers and consolidations, so that 
when consolidated returns were pro- 
hibited, and intercorporate dividends 
were made taxable, business was able 
to save itself from what might have 
been a more costly adjustment. 


GRADUATED RATES ILLOGICAL 


The 1935 Act made a radical 
change in the taxation of business. 
The adoption of graduated rates in 
respect to corporations introduced a 
wholly new principle of taxation. A 
progressive corporate tax, without 
any relation to invested capital, was 
unprecedented. The taxing of large 
corporations with many stockholders 
at higher rates than those imposed 
on small corporations with few 
stockholders, is illogical and wrong 
in principle no matter what its ob- 
jective may be. 

Since a tax upon corporate profits 
is in effect a tax upon the stock- 
holder, collected at the source, grad- 
uated rates thus imposed disregard 
the principle of ability to pay. 
Though up to now the progressive 
rates have been such as not to result 
in any real discrimination against the 
small stockholder of the large cor- 
poration, so long as this method is 
employed it remains a_ potential 
threat against ‘‘business bigness” not 
to be ignored. 

The Revenue Act of 1936 ushered 
in the most devastating form of tax- 
ation ever imposed upon business, 
the undistributed profits tax. To call 
it a tax would seem to dignify it, be- 
cause it is in effect a penalty for 
failure to do an act which may be 
unlawful under state law, which may 
not be permissible either by restraint 
of contractual obligation or by reason of 
financial inability, or which can not be 
done intelligently because the law itself 
does not afford the opportunity. 
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The measure is so basically un- 
sound that one may well question 
whether its proponents understood 
its devious workings. If we review 
the record of events leading up to its 
enactment it is evident that President 
Roosevelt, according to his tax mes- 
sage to Congress, did not have in 
mind at all the kind of tax that was 
later adopted. He outlined a wholly 
different plan; one by which corpo- 
rations would pay no tax if they dis- 
tributed their entire earnings, and 
according to which corporations 
would be relieved of the normal tax, 
the excess profits tax and the capital 
stock tax. The main purpose of the 
President’s plan was to derive addi- 
tional revenue from greater corpo- 
rate distributions. 

The tax ultimately adopted was 
entirely different from the Presi- 
dent’s recommendation. In its op- 
eration his proposal in effect would 
have been very much like the Eng- 
lish tax. While the English cor- 
poration is assessed upon its entire 
net income with the right of recoup- 
ment of the tax on the distributed 
portion, by the President’s plan the 
corporation would only have been 
assessed on the retained earnings. 

In England the taxation of cor- 
porations is in fact comparatively 
simple in principle. There the cor- 
poration pays only a normal tax, im- 
posed at a flat rate, deductible pro-tanto 
from dividends paid. Ours is a mul- 
tiple system, imposing four separate 
levies, the normal tax, the undistrib- 
uted profits tax, the tax upon unrea- 
sonable accumulations of surplus, 
and the excess profits tax, all at pro- 
gressive rates. The English plan is 
comparatively simple in operation, 
whereas ours is cumbersome, double 
and treble in its application, and in 
respect to the undistributed profits 
tax, possible of extremely subversive 
consequences. 

It is unnecessary for me to cite ex- 
amples of the untoward workings of 
the undistributed profits tax since 
you yourselves have had actual ex- 
perience with it. I shall merely make 
some observations on certain features 
which demonstrate its inequities. 

In spite of deficits or impairments 





of capital, or even insolvency, ex- 
cepting receiverships, a corporation 
with earnings must distribute them 
or be subjected to the tax. While 
there is no doubt but that Congress 
can lay a tax upon what a corpora- 
tion may seek to reserve, there is un- 
certainty as to the right of Congress 
to influence corporate distributions 
forbidden by state law. If a cor- 
poration is not free to distribute its 
earnings without violating a state 
law, the situation presents at once a 
question of conflict of laws. 

The statute purports to allow cer- 
tain credits arising out of contracts 
which restrict the payment of divi- 
dends. Not only are the provisions 
of law in this connection technical 
and narrow in their application but 
the regulations thereon are so circum- 
scribed as to almost wholly defeat 
the granting of such credits. 

The requirement that distributions 
must be made within the taxable 
year is unreasonable and unjust. Cer- 
tainly earnings are not determinable, 
except roughly, within the period. 
This difficulty brings up the question 
whether a tax imposed for failure to 
do an act without resorting to guess 
or conjecture is a proper exercise of 
the taxing power. 

But these are only a few of many 
serious objections to the tax. Nor 
are the objections merely adminis- 
trative; they go much deeper. They 
go to the essence of taxation and 
raise questions of fairness, equity 
and even good sense in taxation. The 
tax is unfair to business because it 
operates oppressively in many situ- 
ations; it is not equitable because it 
operates more harshly in cases of 
small and growing corporations ; and 
it is not founded on good sense be- 
cause it does not inspire the confi- 
dence of either business or the public. 

In August, 1934, when the Treas- 
ury announced the appointment of a 
committee to study questions per- 
taining to revenue and taxation with 
special reference “to the possibility 
of making use of revenue provisions 
as a business stabilizing device,” | 
commented on that proposal: 


“Any attempt at stabilization of 
business by a system of taxing regu- 
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lations would only tend further to 
complicate an already intricate tax- 
ing organism. The present uncer- 
tainties in the administration of rev- 
enue laws would be multiplied many 
times if the taxing statutes were 
burdened with restraints upon the 
conduct of business.” 

What was then feared is now ac- 
tually happening. The taxation of 
business today is not merely a matter 
of contributing to the maintenance 
of government; it is sought by the 
tax laws to regulate business accord- 
ing to social aims and objectives. 
And the danger of this procedure is 
that however lofty the motives, the 
regulatory processes may destroy the 
established industrial system upon 
which the future prosperity of the 
country must depend. 

Nor is it merely a matter of calcu- 
lating the income according to rec- 
ognized standards of accounting, and 
paying a share thereof to the gov- 
ernment. The fact is that the tax- 
able income in many cases bears little 
relationship to the true net income. 
Taxing every assortment of gains, 
profits and income and arbitrarily 
limiting deductions not infrequently 
results in income taxes being paid 
out of capital. 

Capital and ordinary gains are tax- 
able to the corporation in their en- 
tirety, but capital net losses and net 
business losses must be absorbed by 
capital without benefit of deductions. 
In this connection the capital loss de- 
duction of $2,000 is hardly worthy 
of mention. Moreover, with forced 
distribution of current earnings, any 
corporation sustaining occasional 
capital or operating net losses is 
doomed to insolvency. 

The present uneconomic taxation 
of business is primarily chargeable 
to the depression. Being now on the 
road to recovery, however, experi- 
mentation in taxation should cease. 
The greatest stimulant that could be 
administered to business at this time 
would be the repeal of all depression 
tax measures. The lifting of these 
pressures would permit a resumption 
of the evolutionary trend in taxation 
clearly in evidence prior to the de- 
pression. 




















FAST DELIVERY demands FAST FIGURE WORK 
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SHEFFIELD FARMS | 
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“In supplying the New York metropolitan 

market with the freshest, safest milk 

possible, our accounting control must be extremely 
flexible, accurate and fast. We rely on the ‘Comptom- 
eter’ to keep our figure work synchronized with the 
high speed of our product movement,” states Mr. 
Robert E. Crowley, Comptroller of the Sheffield Farms 
Company, New York City, world’s largest dairy 
company. 

“The ‘Comptometer’ Peg-Board method, used at all 
our ‘branches, enables us to eliminate all unnecessary 
posting of figures from one record to another by using 
original figures to produce final results. This method, 
coupled with the high speed of the ‘Comptometer,’ 
has effected substantial savings in both time and 
actual money. 

“The tremendous volume of figure work is apparent 
when it is realized that our milk is gathered from 100 


rural stations, then shipped and distributed through 
more than 40 distributing branches, over almost 3000 
routes, totaling nearly 1,000,000 daily deliveries. The 
entire product is inventoried, balanced and checked 
daily. The ‘Comptometer’ enables us to maintain a fast, 
accurate control of figures at all times.” 
* *% * 

Tributes to “Comptometer” efficiency and economy, 
from large and small concerns in every industrial 
field, attest the importance of “‘Comptometer”’ 
methods wherever work in figures is concerned. 

Permit a representative to show you, on your 
own job, how the “Comptometer” can save your time 
and money. Telephone your local “Comptometer” 
office — or write direct to the Felt & Tarrant Mfg. 
Co., 1734 N. Paulina St., Chicago, Illinois. 


COMPTOMETER 


S. Pat. Off. 












Madden Sees Trend Away from Unsound 
Philosophies Born of Depression 


More and More Citizens Recognizing That Scarcity Does Not Produce Prosper- 
ity, That Wages Can Not Increase Faster Than Production—Experiments Have 
Not Increased Production to 1929 Level—Business Advancing Despite Obstacles. 


OME recently developed economic 

facts were grouped interestingly 
and their real implications set forth by 
Dr. JOHN T. MADDEN, dean of the 
School of Commerce, Accounts and 
Finance, of New York University, a 
recognized authority on international 
finance and economics, in an address at 
the Sixth Annual Dinner of THE CON- 
TROLLERS INSTITUTE OF AMERICA, 
early in October, in New York City. 
Dr. Madden chose as the title of his ad- 
dress, “The Controller Cons an Un- 
controllable World.” The substance of 
his paper is given here as a most valu- 
able contribution to to-day’s thought on 
the economic condition of the United 
States, and the effect on it of condi- 


tions abroad. 
—THE EDIToR. 


You who are controllers know from 
daily experience that unless every de- 
partment and every function is working 
in perfect synchronization, the business 
machine becomes jammed and loss of 
money and materials ensues. You 
know from your daily work that if you 
apply controls at one point you must re- 
lieve tension at another point. 

Perhaps it is unfortunate that we in 
this country have our political capital in 
one city, and our money capital in an- 
other. As a consequence, there has not 
been that harmony of action and that 
coordination which exists in those 
countries where both capitals are in the 
same city. On the one hand, we have 
the Treasury which is faced with the 
necessity of borrowing constantly. On 
the other side of the triangle there is the 
Securities and Exchange Commission, 
which, under the new legislation, has 
the authority for establishing important 
controls over the exchanges, but the gy- 
rations of the market with the abrupt 
fall from February to June, the upward 





swing in early August, with the severe 
decline at the end of the month, the sub- 
sequent rise and the recent falls, reveal 
conclusively that something is wrong. 

We must conclude that the experi- 
ments we have been making have not 
increased production to the 1929 level, 
notwithstanding the increase in the 
population. This simply means that the 
standard of living is below the 1929 
level, despite all the priming of pumps 
and the largesse from the Federal Treas- 
ury. But we are not alone in this mat- 
ter of declining standards of living. 
The French people are experiencing a 
severe decline in their standards and we 
know that this is true in Germany, also 
where the hours of labor have been 
greatly increased. 


UNPREDICTABLE CHANGES IN 
GOVERNMENT POLICY 

Even with the existing controls which 
tend to strangle progress, I expect busi- 
ness to recover somewhat from its pres- 
ent recession. Industry has simply 
broken through despite some of the 
hampering controls. The inherent force 
and strength of economic development 
is bound to make itself felt in some 
measure. Industry can adjust itself to 
great changes, if only it can know what 
these changes are to be. It can not doa 
good job if confronted with unpredict- 
able and baffling changes in government 
policy. The farmers have enjoyed 
bountiful crops and the proceeds will be 
reflected in increased purchases of in- 
dustrial goods. But not all businesses 
will progress satisfactorily. In those 
cases where there have been sharp rises 
in costs we must expect a greater degree 
of consumer resistance. Labor difficul- 
ties and the uncertainty of permanent 
peace in industry seriously undermine 
confidence. The unfavorable condi- 
tions in the capital markets and the un- 





certainty as to what Washington will do 
have not encouraged capital investment. 
But realize this—Germany has modern- 
ized its plants and is in a position to 
wrest from us some of our foreign mar- 
kets when international trade is more 
freely resumed. We here are discour- 
aging investment in producers goods 
and our plant is not being rehabilitated. 
Of course, incidentally, German indus- 
try is not unprepared for another war if 
that should eventuate. 

I may mention in passing one exam- 
ple to illustrate the difficulties under 
which business is expected to progress 
and revive employment. What could 
be more confusing than to see our na- 
tional administration inaugurate a suit 
against the Aluminum Company of 
America asking dissolution upon an 
allegation of the violation of the anti- 
trust laws, and, at the same time, allow- 
ing laws to be passed whereby manufac- 
turers or wholesalers (or some arbitrary 
authority) may fix the price at which 
certain articles may be sold at retail. In 
the first instance, the government pro- 
ceeds under the act founded on the old 
common law forbidding restraints in 
trade where the effect would be to re- 
strict competition and freedom for each 
dealer to fix his own prices for goods 
used by the public, thus preserving to 
the people the chance of obtaining the 
low prices presumably resulting from a 
fully competitive attitude. In the sec- 
ond instance, the laws restrict this same 
freedom of competition and, in fact, re- 
move it altogether regarding some of 
the matters within the purview of the 
statutes. 

From the beginning of the New Deal 
era, Wall Street has been harassed by 
Washington. A certain amount of 
salutory correction was sadly needed. 
Wall Street, in spots, had gotten out of 
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Burroughs 


FANFOLD MACHINE 





’ DISTINCT 
| ADVANCE 
IN 
FANFOLD/ 


SEE FOR YOURSELF—Ask for a demonstration 
on your own work. Compare it, feature by feature, 
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hand. But recent events have shown 
that Wall Street still influences our na- 
tional psychology to a remarkable ex- 
tent. The result is that when Wall 
Street gets a case of nerves, Washing- 
ton develops delirium tremens. One 
wonders what would happen to other 
markets, say commodities, if those mar- 
kets were controlled as rigidly as the 
stock market. Certainly even Wash- 
ington must admit that the stock market 
has not been orderly. Whatever the 
causes for the gyrations of the current 
year, it is evident that large investors 
are not encouraged to participate under 
present conditions. There is very defi- 
nite evidence that the controls imposed 
by the new laws dampen national en- 
thusiasm and that spirit of venturing 
which has been a characteristic of our 
people. 

Although it is difficult to state the ex- 
tent to which security fluctuations have 
been influenced by conditions abroad, 
it is quite obvious to the general ob- 
server that foreign conditions must have 
had something to do with the recent de- 
cline in security values. The fact should 
not be overlooked that more than $4,- 
000,000,000 of American securities are 
held by foreigners. These securities 
have been bought at much lower prices 
and, hence, there is less sales resistance 
than would be the case if they had been 
purchased at higher prices. Aside from 
this, the general political situation in 
Europe is not such as to inspire great 
confidence in the future. In the Far 
East, a major war is raging. Thousands 
of Chinese, innocent by-standers and 
non-belligerents, have been killed. 
Hundreds of millions of dollars of 
property have been destroyed. In Ja- 
pan, the national economy of the coun- 
try is assuming more and more the char- 
acter of a totalitarian state. This is 
bound to have its influence on the trade 
of that country with the rest of the 
world. 

While the people in the United States 
are imbued with a spirit for peace, it is 
quite obvious that the interests of the 
United States in the Far East are sub- 
stantial. It is still doubtful to me at 


least, whether the United States and 
Great Britain can quietly permit Japan 
to swallow another important portion 


of Chin» 





SOCIAL LEGISLATION BOOSTED PRICES 
IN FRANCE 


In Europe the situation has been bad 
for the past year and one crisis has been 
chasing another. The fact of the matter 
is that international law and order have 
entirely disappeared and great nations 
are committing acts regardless of their 
conflict with international law or the in- 
fluence they will have on other nations. 
France is still torn by political factions. 
The social legislation passed by the 
United Front government has caused a 
material increase in the cost of produc- 
tion and prices in France have risen ma- 
terially. Hence, France has become a 
very poor country to buy in with the re- 
sult that the French balance of pay- 
ments has shown a large excess of im- 
ports over exports, amounting for the 
past eight months to 8,914,000,000 
francs. During the same months while 
the number of foreign tourists in France 
was large, the supply of foreign ex- 
change might have been sufficient to 
cover the deficit. However, it is ob- 
vious that the foreign exchange de- 
rived from tourists can not be large 
enough to meet the trade deficit. This 
in itself explains the weakness of the 
franc. If one adds to this the political 
uncertainty prevailing abroad and the 
fact that the finances of the French gov- 
ernment are not as yet in good condi- 
tion, one obtains the explanation for 
the further flight of capital which fur- 
ther depresses the franc. 

There is no need to look under the 
bed to find international raiders of 
foreign currencies. Economic factors 
alone were sufficient to depress the franc 
just as economic factors added to the 
political uncertainties prevailing in this 
country were sufficient to bring about a 
material decline in the stock market 
without looking for short sellers or 
other nefarious persons who have, for 
some reason or another, depressed the 
stock market. 

Sheltered on the one side by the At- 
lantic and on the other by the Pacific, 
many Americans are of the opinion that 
if the United States remained neutral, 
events abroad can not have any effect 
on us. There are also many in this 
country who believe in the isolationist 
policy of making the United States in- 
dependent of other countries and eco- 
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nomically self-sufficient. In the long 
run, this may be possible, but how much 
regimentation would this not require? 
Furthermore, an outbreak of major 
hostilities in Europe would at least have 
a temporary adverse effect on business 
conditions in the United States. 

This raises the question of what the 
effect would be on our budget. Reve- 
nues would certainly decline and expen- 
ditures for unemployment and military 
preparedness would increase. The only 
way to meet the ensuing deficit would be 
through borrowing again, and this in 
turn would require additional artificial 
stimuli to the money market. 


Not IMMUNE TO FOREIGN POLITICAL 
DEVELOPMENTS 

A major upheaval in Europe would 
undoubtedly be considered as an emer- 
gency requiring a further increase in 
the powers of the chief executive. The 
powers already vested in the chief exec- 
utive are too great and a further in- 
crease will not augur well for the future 
of the country. It is true that the United 
States Government could take measures 
to prevent Americans from dealing with 
belligerent countries. Economically, it 
is possible for the United States to sur- 
round themselves with a Chinese Wall 
of isolation, but can we build an intel- 
lectual or spiritual barrier? The experi- 
ence of the past has shown that America 
is not immune from social and political 
developments that have taken place 
abroad. There are too many followers 
of Stalin, Hitler and Mussolini in this 
country now, and many more either 
openly or secretly are giving aid and 
comfort to this movement in one form 
or another. 

But let us assume for a moment that 
the situation in Europe is one which can 
be ironed out and that the Far Eastern 
war comes to an end. How would this 
affect the United States? One of the 
first results of such a development 
would be a slowing down of rearma- 
ment. This, in turn, will have an ad- 
verse effect on business conditions of 
those countries where armament has 
played a more important role in the re- 
cent upswing. The nations of Europe, 
therefore, would be confronted with 
three policies. One, to further devalue 
their currency and through artificial 
means stimulate production. Second, 
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to go through a period of deflation, and, 
thirdly, to increase their exports in or- 
der to be able to buy raw materials and 
food stuffs from abroad and find em- 
ployment for their industrial popula- 
tions. 

Currency depreciation is no solution. 
It is merely another shot in the arm 
which weakens the patient, and, if too 
much recourse is had to this patent 
medicine, it invariably leads to the death 
of the patient. The experience of the 
post-war period is ample proof of this 
statement. 

Deflation is a very unpopular meas- 
ure. Every country in the world which 
went through this measure also wit- 
nessed important changes in political 
conditions. We know the influence of 
deflation on the electorate of the United 
States. Hence, the establishment of 
stable conditions in Europe is bound to 
lead to increased competition of foreign 
merchandise in the United States as well 
as to competition in the international 
markets. It is useless for Americans to 
say that we are safe between the two 
oceans and that foreign developments 
cannot touch us. 


ECONOMIC PLANNING BY BLUE- 
PRINTS Not SUCCESSFUL 


Now that the pinch of higher costs of 
living is beginning to be felt by our in- 
dustrial population, and the so-called 
white collar class, which usually does 
not benefit in the way of wage increases, 
our people may begin to realize that 
economic planning by blue-prints will 
not prove successful. Sir Josiah Stamp 
once used a simple illustration which I 
shall endeavor to repeat from memory. 
He conceived the labor and services of 
all as contributions to an economic pile 
from which each was to take his share. 
The Government took a share for taxes, 
but if it took too much, the amount left 
in the pile for the rest of us was less. If 
one group in society took out more than 
it contributed there would likewise be 
less for the rest of us. Unwise and ex- 
travagant spending by government sim- 
ply means that each of us take less from 
the economic pile. It is obvious to any- 
one with half an eye that continuous 
deficiteering as a measure of economic 
planning is a snare and a delusion, and 
that instead of leading to a more abun- 
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dant life or relief for the underprivi- 
leged, it will in the final event mean less 
abundant life for all and an increase in 
the number of underprivileged. We 
can live on our accumulated fat for a 
while, but ultimately the meat on our 
bones will be picked clean by the vul- 
tures who prey upon the social body. 

It is, indeed, a most difficult world 
which the controller of today surveys. 
While I do expect some improvement 
from present levels, yet I do not expect 
either a high degree of improvement or 
a long continued period of improve- 
ment. Comparisons with the past are 
difficult because of governmental inter- 
ference in monetary matters which was 
absent in other periods, and because we 
have mounting deficits in a period of 
recovery. When the decline in business 
comes it will be sharp and you must be 
prepared for it. But I doubt if the de- 
cline will be long continued. 

I am optimistic enough to believe that 
there is a trend away from the unsound 
phiiosophies which grew up around the 
emergency. It seems to me that more 
and more of our people are coming to 
the realization of some important facts 
which will make it less easy going for 
the saviours of the nation with their 
blue prints and typewriters. Our peo- 
ple are learning that: 


1. Scarcity does not produce prosper- 
ity for the people; even those 
who temporarily benefit lose more 
in the end. 

2. Wages can not increase faster than 
production. If they do, prosper- 
ity is soon throttled. 

3. Rising standards of living flow 
out of production by increasing 
the supply of goods and services; 
thus will the “have nots’’ secure 
much more than through merely 
dispossessing the “‘haves.”’ 

4. At no time in history has every- 
thing been wholly wrong or 
wholly right, but human progress 
through the ages has consisted in 
the conscious effort to make more 
things right and fewer things 
wrong. 

5. Abraham Lincoln’s statement that 
you can not fool all the people all 
the time is true. The man in the 

street is becoming more wise. In 

this there is some hope. 


CONCLUSIONS REACHED 
BY CONTROLLERS’ 
CONFERENCE 


A brief report of the proceedings of 
one of the round table conferences on 
“Experiences with Federal and State 
Unemployment Compensation Regula- 
tions,” held as a part of the program 
of the Sixth Annual Meeting of The 
Controllers Institute of America in 
New York City early in October, was 
compiled by Mr. Louis Klein, a mem- 
ber of The Institute, of the American 
Safety Razor Corporation, at the re- 
quest of the chairman of that confer- 
ence group, Mr. L. W. Jaeger, of the 
Colonial Optical Company. Mr. Klein’s 
report reads: 

“The conference was _ cordially 
opened with a short address of wel- 
come by Mr. L. W. Jaeger, residing 
chairman, who then introduced Mr. 
George S. Koch of the Standard Oil Co. 
(New Jersey) and Mr. J. C. Roberts 
of Textiles, Inc., North Carolina, as 
discussion leaders. 

“The first topic involved the atti- 
tude toward methods of payroll report- 
ing which included “Separation” vs. 
“Quarterly Report Methods.” After 
having heard opinions and experiences 
with the reporting regulations in the 
State of Wisconsin, a vote was taken 
on the entire issue. As a result, the 
opinions seemed to be almost divided, 
in that the two types of recording de- 
pended purely on the type of business 
and on the particular payroll classifica- 
tion. Accordingly, for a payroll of 
small turnover, the separation method 
was desirable. On the other hand, for 
a payroll with a rapid turnover, the 
quarterly reporting method was favor- 
able. This subject was closed with 
the serious thought of having the states 
grant an option of either of these two 
methods. 

“The question arose as to the advis- 
ability of an employer assisting an em- 
ployee who becomes 65 while in the 
employ of the company with the filing 
of the necessary statements and appli- 
cations for a lump sum payment, and 
also in the event of an employee's 
death. There was no objection raised 
to assisting or informing the widow of 
the necessary documents required by 
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the Social Security Board for the facili- 
tating of benefit payments. 

“The topic of merit rating followed 
in which it was generally accepted that 
this provision under state laws acts to 
reduce considerably payroll taxes in 
future years. Objections were raised 
to the New York State Law with re- 
spect to the rate of 2 per cent. and also 
to the exemption of employees receiv- 
ing compensation in excess of $3,000. 
Because of these provisions an em- 
ployer does not obtain full credit under 
Title IX of the Social Security Act. It 
would seem most desirable to make all 
employees taxable under the law so 
that they would receive benefits as well 
instead of the money being contrib- 
uted to the Federal Fund which pro- 
vides no benefits whatever. Mr. Rob- 
erts initiated a general discussion rela- 
tive to employers who operate in more 
than one state. 

“The final subject of discussion for 
the day was introduced by Mr. Koch 
relating to Sections 501, 502 and 504 
under Title VIII of the Social Secu- 
rity Act. These involve the adjustments 
that are required to be shown on Form 
SS 1, the tax return, and stated that 
although these sections were in con- 
flict, the attitude of the Collector of 
Internal Revenue was that adjustments 
required to be shown on the form were 
of no great importance since they de- 
sired only a simple statement as to the 
nature of the adjustment. 

“In closing the meeting, Mr. Jaeger 
expressed his regret in not having had 
more time for this conference and for- 
mally adjourned the group for the 
luncheon engagement.” 


JOURNAL OF THE AMERICAN STA- 
TISTICAL ASSOCIATION for September, 
1937, Washington, D. C. Quarterly. $6 a 
year. 

Seven feature articles appear in this issue, 
“The Counting of Farms in the United 
States,” “Variations among Cities in Per 
Capita Income,” “Outline of 1936 Mortal- 
ity and Natality Tabulations,’ “On an 
Attempt To Reduce Infant Mortality in 
Denmark,” “Statistical Problems in the 
Administration of Social Security,” ‘Re- 
gressions and Their Standard Errors in 
Subsets of Variables” and “Correlation 
between Means and Standard Deviations.” 

Reviewed by A. S. VAN BENTHUYSEN. 
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Book Reviews 


THE ACCOUNTING REVIEW for Sep- 
tember, 1937; American Accounting Asso- 
ciation, Chicago. Quarterly. $4 a year. 

Every one of the eleven feature articles in 
this issue is of absorbing interest and it is 
difficult to make any distinction in briefly 
mentioning the publication. 

Gabriel A. D. Preinreich contributes an 
excellent article on “Valuation and Amor- 
tization.” Stating that many accountants have 
no clear notion of what a balance sheet is, 
forthright opinions on the subject are rare, 
but, by inference, two main trends may be 
distinguished, one based on capital value or 
property concept and the other on the in- 
vestment concept, he proceeds to cover his 
subject in a very clear manner, illustrating 
the text with charts and tables. 

Other articles are “Limitations on Stock 
Dividends,” “This Treasury Stock Ques- 
tion,” “Replacement Cost of Goods Sold,” 
“Presentation of Bond Discount,’ ‘The 
Tentative Statement of Principles,’’ “Inade- 
quate Depreciation Methods,” ‘Accounting 
and the S.E.C.,’’ “Recent Tendencies in 
German Business Economics,’ ‘Cost Ac- 
counting in the Sixteenth Century,” and 
“Introduction of Double-Entry Bookkeep- 
ing into Japan.” 

With its continued good judgment in the 
selection of articles it is quite easy to under- 
stand the wide acceptance that has been 
accorded this quarterly and it is fully worth 
the price of its subscription. 


Reviewed by A. S. VAN BENTHUYSEN. 


SOCIAL SECURITY IN AMERICA, by 
The Social Security Board, Washington. 
United States Government Printing Office. 
592 pages. $.75. 

This volume, published by the Social Se- 
curity Board for the Committee on Eco- 
nomic Security, constitutes a summary of 
the staff reports to that committee and pre- 
sents the factual background of the Social 
Security Act. Upon the establishment of the 
Social Security Board this committee and its 
staff were disbanded. 

First it treats of the evolution of unem- 
ployment insurance, insurance principles in- 
volved, and the relation of unemployment 
insurance to other protective measures. This 
is followed by a summary of the investiga- 
tions made in respect to experience with un- 
employment insurance in Great Britain, 
Germany, Belgium and Switzerland. 

It deals rather exhaustively with the sub- 
jects of old-age security, unemployment 
compensation, security for children, provi- 
sion for the blind, the extension of public 
health services, and the need for Federal 
support of social security programs. As is 
typical of such publications the volume is 
replete with tables, charts and supple- 
mentary matter. 


Reviewed by A. S. VAN BENTHUYSEN. 











“The boss is making an awful 
mistake, Johnny. He keeps com- 
plaining about how busy he is—and 
he climbs out of appointments he 
ought to keep. And honest, kid, it 
isn’t necessary at all. 

“Over there at Robinson & Robin- 
son I didn’t work half as hard as ’'m 
working now. Hardly ever got stuck 
at night—and I was a big help to 
young Mr. Robinson, too. I had time 
to be his assistant. He always used 
an Ediphone. If an idea occurred to 
him about something he wanted to 
do next week, he’d tell it to his Edi- 
phone and I’d remind him when the 
time came. He answered most of his 
mail with one reading —he’d read 
the letter and voice-write his answer 
right away—just as easy as using his 
telephone. 
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EDISON 
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“Honest, I wish the boss would get 
wise to himself. There’s no sense in 
making the old brain tackle a detail 
three times when it can be handled 
once on an Ediphone. Goodness 
knows that I’m no worshipper of the 
Machine Age, but I don’t get any fun 
chewing the end of my pencil during 
the day and then hustling around 
like mad at five o’clock. I think I'll 
talk to the boss about Ediphone. 
There’s no reason why he shouldn’t 
start to get something out of it right 
away. oF ols 
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dates instantly...increases your personal 
business capacity 20% to 50%. Use it for 
every activity where “your voice points the 
way.” Investigate! Telephone the Ediphone, 
your city, or write Dept. L107, Thomas A. 
Edison, Inc., West Orange, New Jersey. 
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Treasury Recognizes Controllers Are 
Uersed in Preparation of Tax Data 


The United States Treasury rec- 
ognizes that business concerns which 
are large enough to be able to afford 
having a controller, or some one in 
a similar capacity, did a better job 
of preparing the report Forms SS-2a, 
last July, than some of the smaller 
employers, who had a comparatively 
small number of such reports to 
make. This recognition of the work 
done by controllers is given in an 
interesting exchange of letters be- 
tween Under-Secretary Roswell Ma- 
gill, and The Controllers Institute 
of America. 

A letter was addressed by The In- 
stitute on September 23 to Commis- 
sioner of Internal Revenue Guy T. 
Helvering, saying: 

“Has the Bureau of Internal Revenue 
any comments to make with respect to 
the performance by business concerns 
throughout the country in the preparation 
and filing of the millions of reports con- 
cerning taxable wages paid to employees, 
which were filed in July? 

“Preparation and filing of these reports 
constituted a task for which controllers 
were responsible. This Institute has 
been making a survey of the procedures 
followed by controllers and has gathered 
much interesting information concerning 
their experience with this large under- 
taking. 

“If controllers have been helpful in 
handling this task smoothly, and if the 
reports have come to the Government in 
good shape, it would be helpful and en- 
couraging to have some such expression 
from you, on the eve of the second filing 
of these reports next month.” 

The reply came from Mr. Magill, 
under date of October 16, when he 
was acting secretary of the Treasury. 
After acknowledging receipt of the 
inquiry, Mr. Magill said: 

“You are advised that this office is un- 
able to venture an opinion as to the effect 


of the activities of controllers upon the 
preparation of reports of wage payments 
required under Title VIII of the Social 
Security Act, primarily for the reason 
that there are no statistics available to 
show by whom such reports were pre- 
pared. It may be stated generally, how- 
ever, that those employers who employ 
numerous individuals appear to submit 
reports in a more complete and satisfac- 
tory manner than in the case of employers 
of just a few individuals. This condition 
is manifest in all types of Federal taxes 
and is explainable in part by the fact 
that most large organizations are in a 
position to secure the services of con- 
trollers and others who are more versed 
in the preparation of tax data and who 
follow closely the trend of policy and 
procedure adopted by the government 
in such matters. 

“It was to be expected that due to 
the short period of time the act has been 
in effect, unfamiliarity with the provi- 
sions of such act and the regulations is- 
sued pursuant thereto would exist in a 
number of cases. Those persons who have 


cooperated with the government in adopt- 
ing or instituting systems to provide the 
complete and accurate data necessary for 
efficient administration of the act have no 
doubt been effective in reducing the num- 
ber of such cases to a minimum.” 

When the government devised its 
plan for numbering workers and is- 
suing cards for Social Security pur- 
poses it called on the postoffice de- 
partment, business concerns and in- 
dividuals to cooperate, and set up a 
huge division with thousands of em- 
ployees, to do the work. 

This recently completed task of fil- 
ing reports of taxable wages paid, on 
an individual basis, is about equal in 
size and numbers to the job of num- 
bering workers and issuing cards, but 
business concerns handled it without 
the aid of the postoffice department 
(except to transmit the reports), and 
at a surprisingly small additional 
cost in the way of extra employees 
and equipment. 


Commission Approves Controllers Plan 


A committee composed of members 
of the Los Angeles Control appeared 
before the California Unemployment 
Reserves Commission on November 1, 
in Los Angeles to ask that a change be 
made in the State Commission’s Form 
No. 352-A, which would substitute for 
individual slips, padded five up, a 
much larger sheet which would contain 
twenty-five to thirty names. 

The Committee presented its case so 
successfully that the California Unem- 
ployment Reserves Commission voted 
unanimously in favor of its recommen- 
dation and stated that it would discuss 
the subject with the Social Security 
Board in an endeavor to have the 
sheet forms allowed. 

The mimeograph recently issued by 


the Treasury Department (SST-Mime- 
ograph Coll. No. 4677 October 18, 
1937) permitting tax payers to file 
returns for taxable wages under the old 
age benefits section of the Social Se- 
curity Act on several forms which dif- 
fer somewhat from the formerly pre- 
scribed Form SS-2a elicited comment 
from a member of the Los Angeles 
Control as follows: 


“This would seem to be a small step 
in the right direction and if The In- 
stitute can prevail on the Bureau of In- 
ternal Revenue and the Social Security 
Board to dispense with the separation 
of the continuous forms into individual 
reports we will be very close to the 
forms which our company sent you.” 
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ONTROLLERS of the larger cor- 

porations of this country are mak- 
ing plans now for the compilation 
of reports—Forms SS-2a—of taxable 
wages paid to employees during the 
six months which will end December 
31, 1937. These reports must be filed 
before January 31, 1938. There are 
given here additional descriptions of ex- 
periences of controllers in preparing 
similar reports in July of this year. 

—THE Epiror. 


Issue Forms in Quadruplicate 
The controller of a Philadelphia 
concern described his principal dif- 
ficulties, and makes a suggestion, as 
follows: 
“We filed approximately 2,000 slips 
covering a payroll of a million and a 


half for the first six months’ reporting . 


period. Roughly, the work involved 


Procedures Followed by Controllers in 
Reporting Taxable Wages Paid 


represented eighty clerical hours. We 
had had the added experience of pre- 
paring the Pennsylvania unemploy- 
ment slips for the first quarter, and that 
was helpful. 

“In a payroll the size of ours exact 
balancing is quite a task, and probably 
we have solved this problem by bal- 
ancing by shop departments, there be- 
ing approximately forty or fifty of 
these. In other words, the payroll dis- 
tribution is recorded by departments 
and we completed and balanced them 
one at a time. One trouble that de- 
veloped was the transfers, this having 
reference to certain of our workmen, 
who, during the period, might have 
been transferred from one department 
to another. This is a problem to which 
we must give some further thought and 
planning. 

“We always had used individual 


employee earnings records which, with 
slight changes, have been arranged to 
include the social security deductions. 
So far as certain mechanical helps are 
concerned, these are being studied. 

“We feel that the government could 
materially help in the future prepara- 
tion of Forms SS-2a if they were to be 
issued in quadruplicate, as much of 
the information could be mechanically 
printed once, and the essential in- 
formation later filled in for the other 
quarters.” 


Records for 21,000 Employees 
The additional operations involved 
are set forth clearly by this controller: 
“The problems involved in prepar- 
ing and filing Forms SS-2 and SS-2a 
for a large company having many em- 
ployees and multiple payrolls cannot 
be explained very successfully without 
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setting forth at the same time some of 
the details of payroll procedure which 
had to be performed, regardless of 
whether or not certain requirements 
had to be fulfilled because of the Social 
Security Act. For this reason, as much 
information extraneous to the actual 
preparation of the forms in question 
will be given as is necessary to give the 
reader a comprehensive view of the 
additional work made necessary be- 
cause of the Act. 

“If a survey were to be taken of 
those large employers who have 
adopted the tabulator method of com- 
piling payroll data, and who have used 
the system for a sufficient length of 
time to have eliminated the unneces- 
sary details always found present upon 
the adoption of any new system, it 
probably would be found that prac- 
tically the same basic procedure is 
being followed by each such employer 
in order to accumulate payroll data 
efficiently. The ultimate goal is to 
reduce individual records to as few 
pieces of paper as possible in order to 
be in a position to transfer each em- 
ployee’s quarterly or semi-annual earn- 
ings from the company records to 
Form SS-2a as rapidly as possible. 
With this objective in view, a summary 
card is punched, showing the total of 
the amounts earned on various jobs 
performed during a payroll period. 
We now have each factory employee’s 
earnings for a particular pay period 
consolidated on one tabulator card. 
Anyone who is familiar with tabulator 
procedure can immediately appreciate 
the savings in sorting and tabulating 
time already effected that will be sorely 
needed when the task of transferring 
this information to Forms SS-2a is 
undertaken. 

“Each employee’s old age tax is 
automatically computed at the same 
time the gross pay card for each pay 
period is punched. After the tax de- 
duction cards are punched the sum- 
mary payroll, tax deduction, and other 
deduction cards are sorted together by 
payroll numbers, after which the en- 
tire lot is tabulated on a payroll form, 
in triplicate, showing gross pay de- 
ductions and net pay. Immediately 
following the tabulation of the pay- 
roll, all cards are then separated, the 


gross pay cards being placed in a tem- 
porary file and deduction cards segre- 
gated according to the type of deduc- 
tion, and tabulated in the same manner 
in order to ‘prove’ the entire payroll. 


CarDs COMPLETED IN BATCHES FOR 
ACCURACY 


“Upon the close of a reporting 
period the gross pay cards are sorted 
in the order of social security account 
numbers and are run through a tabula- 
tor where each employee’s gross wages 
for the period involved are imprinted 
on Form SS-2a. During the tabulation, 
a sub-total of each lot of approxi- 
mately one hundred cards is taken 
from the tabulator and the total is 
checked with the total of the SS-2a re- 
ports, which have been tabulated from 
these same cards, in order to make sure 
that no errors have been made up to 
this point. Upon completion of the 
tabulation, a grand total of all of the 
sub-totals réferred to above is obtained, 
and this amount is balanced with the 
taxable payroll previously reported to 
the Bureau of Internal Revenue. 

“In any large organization there are 
always a number of employees who 
will have been separated from the pay- 
roll for various reasons, such as lack 
of work, death, and so on. As a part 
of the company employment records, 
a tabulator card is punched for every 
employee showing such information 
as, employee’s name, payroll number, 
date of birth, and the like. As daily 
separation lists are received by the 
Employee Records Department from 
the Labor Department, the date of an 
employee’s separation from the pay- 
roll is punched in a pre-allocated space 
on this tabulator card. These cards are 
then filed in payroll order number, 
by months, and upon the close of a 
reporting period, they are removed 
from the file, sorted in the order of 
social security account numbers, and 
the separation dates are tabulated. 

“If an employee has been separated 
from the payroll, is later re-hired, and 
is separated from the payroll a second 
time during the same reporting period, 
two such cards are retained in the file, 
showing separate dates of separation. 
Under Item 7 of Form SS-2a, it is 
necessary to show the date of leaving 
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the employer’s service, and it is a sim- 
ple task to transfer the separation 
dates from the tabulated list to Form 
SS-2a, since both have been pre-sorted 
in the order of social security account 
numbers. 

“After several months of experience 
it has been found that no special 
problems present themselves in the 
handling of salary payrolls that can 
not be solved by following the same 
general procedure already outlined for 
factor payroll. Obviously, the princi- 
pal difference is that instead of having 
weekly summary cards, there will be 
only one summary card for each semi- 
monthly pay period. Tax and other 
deduction cards are punched, sorted, 
and tabulated in the same general man- 
ner as has been previously outlined. 


SUMMARY OF ADDED OPERATIONS 


“In discussing the additional cost of 
the preparation and filing of Form 
SS-2a it must be remembered that em- 
ployers have for some time been re- 
quired to maintain adequate payroll 
records so that each employee’s annual 
earnings would be readily available for 
reporting to the Bureau of Internal 
Revenue for income tax purposes. By 
making minor changes and adding 
several additional operations here and 
there, it has been found that the same 
basic system is readily adaptable for 
reporting additional information made 
necessary because of the requirements 
of the Social Security Act. Briefly, the 
added operations and the time con- 
sumed in performing such operations, 
are as follows: (The following esti- 
mate of time consumed in perform- 
ing additional operations of preparing 
and filing Forms SS-2 and SS-2a are 
based on an enrollment of approxi- 
mately 21,000 employees.) 

“1. Preliminary tabulation of each 
employee’s daily summary wage cards 
—one operator and one tabulator—s8 
hours per day. 

‘2. Re-production of Old Age Tax 
Deduction cards from master summary 
cards—one operator and one re-pro- 
ducer—4 hours per day. 

‘3. Sorting and tabulating tax de- 
duction cards to ‘prove’ the summary 
of all deductions—one operator, one 
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sorter, and one tabulator—4 hours per 
7 

Sorting each employee’s gross 
pay pee for a six month reporting 
period—one operator and one sorter 
—350 hours. 

5. Imprinting each employee's 
earnings on Form SS-2a—one operator 
and one tabulator—240 hours. 

“6. Check total of each lot of ap- 
proximately 100 Forms SS-2a with 
corresponding gross pay cards—72 
hours—clerical. 

“7, Show date of dismissal on Form 
SS-2a for employees no longer in the 
service of the company—48 hours— 
clerical—one operator and one tabula- 
tor—4 hours. 

“g. Combine Forms SS-2a for all 
payrolls—125 hours—clerical. 

“9. Show state where employee 
works on Form SS-2a—48 hours— 
clerical. 

“In order to man each post prop- 
erly and to maintain a satisfied per- 
sonnel at all times, in a large organiza- 
tion it is imperative that employees be 
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shifted from one job to another. This 
frequently involves a transfer from one 
payroll to another where separate pay- 
rolls are maintained for various types 
of workers, such as factory workers, 
home office salary, field salary, and 
extra or temporary field employees. 


SEPARATE PAYROLL SUMMARIES 
HELPFUL 


“To promote accuracy and to fa- 
cilitate later audits, the maintenance 
of separate payroll summaries is pref- 
erable to combining all payrolls in one 
total. By maintaining this segregation 
throughout all payroll operations it has 
been found that discrepancies can be 
located much more readily than if all 
payrolls were to be combined. Immedi- 
ately, this presents the problem of 
furnishing only one Form SS-2a for 
each employee for a particular report- 
ing period. The Social Security Tax 
Commission of the Bureau of Internal 
Revenue has recommended that only 
one such form may be forwarded for 
each employee for each period. It is 
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necessary, therefore, that the amounts 
earned on separate payrolls by various 
employees who have been transferred 
from one position to another during 
the reporting period be combined on 
one Form SS-2a, and that each payroll 
be adjusted accordingly. 

“As a practical matter it should 
make little difference to the Bureau 
whether only one or several Forms 
SS-2a are compiled for each particular 
employee, so long as the gross amount 
of wages are correctly reported, inas- 
much as the recording of each em- 
ployee’s earnings at Baltimore is done 
mechanically. Many individuals will 
have worked for several employers 
during a reporting period, and it will 
be necessary for each such employer 
to prepare and file a Form SS-2a for 
each such employee. It should make 
little difference then to the Bureau 
whether one employer prepares and 
files several Forms SS-2a for an em- 
ployee, or whether an employee’s wage 
report is prepared and filed by several 
employers. 
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OFFICE MANAGEMENT, by Jon H. 
MacDonald, M.C.S., budget officer, Na- 
tional Broadcasting Co., and a member of 
the Controllers Institute of America; Pren- 
tice-Hall, Inc., New York, New York. 600 
pages, 147 illustrations. Price $5. 

This is a newly revised and enlarged 
edition of a book published ten years ago. 
The entire contents have been brought 
abreast of the latest developments in busi- 
ness, not only in the description of meth- 
ods and equipment but also in the less 
tangible fields of business psychology and 
ideas. The book covers all phases of this 
large subject in a very practical manner. 
It is not the theorizing of a single indi- 
vidual but rather an assembly of the 
cumulative experience of thousands of of- 
fice executives. 

The book opens with two chapters on 
the profession and work of the office man- 
ager and his place in the organization. 
Although the general office is commonly 
a part of the Division of Administration, 
its function is primarily that of facilitat- 
ing or servicing the four major divisions 
of production, sales, finance, and admin- 
istration. Forms of organization vary 
widely and the advantages and disad- 
vantages of the various varieties are dis- 
cussed and explained. Perhaps no other 
single position in a business organization 
carries with it such a wide variety of re- 
sponsibility. Office expense ranges from 
24 to 61 per cent. of the general overhead. 
But while the prestige of the office man- 
ager is rising in scope and qualifications, 
it seems also to be waning in title. Only 
29 per cent. of the office executives tab- 
ulated, called themselves “office manag- 
ers.” 

Next come three chapters on office loca- 
tion, physical factors and layouts, and two 
chapters on office equipment and appli- 
ances. Accessibility to customers, em- 
ployees, and allied business, the reputa- 
tion and trend of the neighborhood and 
Opportunities for expansion must be 
weighed against variations in rent from 
one to six dollars a square foot. The size, 
shape, and appearance of the building and 
facilities for lighting, heating, ventilating, 
air conditioning, communicating, noise re- 
ducing, and electrical connections are each 
considered. Then the reader is told how 
to figure space requirements, chart the 
flow of work and lay out the office. 
Seventy-three pages containing 43 illus- 
trations describe the respective merits of 
various types of office furniture, mechan- 
ical equipment, and other appliances and 
how to choose between them. 

The remaining two-thirds of the book 
cover such a wide variety of subjects that 
it is possible merely to mention the topic 
headings. Three chapters are devoted to 
the departments which are almost always 
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under the office manager, i.e., filing, sten- 
ographic, and the various services such as 
mail, telephone, stationery supply, mes- 
senger, reception, and information. Then 
come chapters on office management in 
each, the Order, Sales, Advertising, Pur- 
chasing, and Credit and Collection De- 
partments, and another chapter on the 
relation of the office manager to branch of- 
fices. These are followed by chapters on 
the office manual, the preparation and use 
of forms, reports used by the office man- 
ager, and office costs and budgets. This 
comprehensive book is then brought to a 
close with five chapters on the selection, 
training and promotion, payment and 
supervision of office employees. The 
author believes that the guiding principle 
to the successful supervision of office 
workers is leadership rather than autocracy. 


Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 


PRACTICAL OFFICE MANAGEMENT, 
by Harry L. Wylie, B.S., Merle P. Gamber, 
A.M. and Robert P. Brecht, Ph.D. Pren- 
tice-Hall, Inc., New York. 300 pages. $4. 

In the preface, the authors state that ‘‘the 
principles of office management presented 
in this text are the result of combining the 
‘ideal philosophies’ with the ‘practical 
philosophies’ of management.’’ The “ideal 
philosophies” are so called because they do 
not take into account the confusing mass of 
practical difficulties and minor problems 
with which management must deal, be- 
cause ideal conditions can so seldom be 
realized, and because theory must so often 
give way to practical matters. 

The volume has been written for office 
managers, supervisors and business execu- 
tives. No attempt has been made to cover 
specific systems; rather, emphasis has been 
placed on the principles that underlie the 
formation of systems. Today the office is an 
indispensable part of business and is con- 
stantly growing in importance, as well as 
size, assuming larger responsibilities and 
gradually enlarging its scope of activities. 
This being the case it is of the greatest im- 
portance that scientific principles be applied 
to management if the best results are to be 
achieved. 

Part one discusses the office survey and 
analysis and the duties and responsibilities 
of the office manager. Part two takes up the 
subjects of organization, establishing and 
improving routine, control of office work, 
the preparation and use of office manuals 
and job study and analysis. Part three dis- 
cusses personnel, employment, training, 
salary administration and profits in person- 
nel administration. Part four covers study 
of office forms and records, budgeting, 
services in the office and the influence of 
physical factors. Part five deals with the 
purchase and use of office equipment and 


the arrangement, maintainance and repairs 
in connection with the office. Part six, in 
conclusion, dwells on administrative stand- 
ards and management philosophies. All told, 
there are 31 illustrations, and a good index. 

This work might properly be called the 
most modern textbook on its subject and 
one that should find its way into the hands 
of everyone really interested in office man- 
agement. 

It might be mentioned that Mr. Wylie 
is the chief accountant for The Pure Oil 
Company, Prof. Gamber is acting dean of 
the School of Commerce of the Central 
Y. M. C. A. College, and Prof. Brecht is 
assistant professor of industry of the Whar- 
ton School of Finance and Commerce. 


Reviewed by A. S. VAN BENTHUYSEN. 


PRINCIPLES OF PUBLIC UTILITY DE- 
PRECIATION, by Perry Mason, C.P.A. 
The American Accounting Association, Chi- 
cago. 128 pages. $1. 

This is the first of a series of monographs 
on accounting principles to be published by 
the above association, the author of this 
contribution being professor of accounting 
at Antioch College. 

The problem of depreciation presenting 
some of the most elusive and controversial 
questions in the field of accounting, this 
monograph is designed to clarify the un- 
derlying issues and point the way to their 
sound solution. The author analyzes the 
general principles of depreciation, examines 
and appraises concepts and methods pursued 
by public utilities and regulatory commis- 
sions, and traces the attitudes of the courts 
toward the practices and policies involved. 

Critical, as well as fully explanatory, 
there is no disposition to gloss over diffi- 
culties, avoid technical problems, generalize 
or evade the responsibility of formulating 
definite conclusions. Emphasis is placed on 
the fundamental nature of depreciation and 
the necessity for consistent and workable 
procedures. Concrete examples are utilized 
to illustrate the views expressed. 

As the author states, the United States 
Supreme Court has not had occasion to 
pass on all the theories and practices which 
have developed in connection with public 
utility depreciation, but it has given consid- 
eration to a good many of them and there is 
listed a number of propositions indicating 
the position of the court on several im- 
portant issues. 

At the close appears a bibliography giv- 
ing references to selected cases from public 
utility reports of nearly every state, from 
decisions of the lower courts, the United 
States Supreme Court, and the Interstate 
Commerce Commission. 

While not elaborate in any sense, this 
monograph is a valuable addition to the lit- 
erature on the subject of depreciation. 


Reviewed by A. S. VAN BENTHUYSEN. 
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Bridgeport 

A meeting of the Bridgeport Control was 
held Wednesday, November 3, at the Uni- 
versity Club. 

Chicago 

Mr. Carl V. Haecker addressed the Chi- 
cago Control October 27 at Fred Harvey’s 
Restaurant, Michigan and Jackson Boule- 
vards, on “Bringing the Customer to the 
Merchandise.” Mr. Haecker illustrated his 
address with charts and demonstrations. He 
is a member of the Speakers Bureau of the 
Advertising Federation of America. The 
program included also a round table dis- 
cussion on “The Controllers Attitude in 
Collective Bargaining,” which was led by 
Mr. C. F. Scully, chairman of the Technical 
Committee of the Control. The round table 
discussion followed the principal address 
of the evening, and lasted one hour. Many 
favorable comments on the meeting were 
made by those in attendance. 


Cincinnati 


Mr. E. R. Mitchell, attorney, of the Cin- 
cinnati Gas and Electric Company, ad- 
dressed the October meeting of the Cin- 
cinnati Control on “Miller Tydings Bill, 
Bituminous Coal Act 1937, and Recent De- 
velopments under the Wagner Labor Act.” 
The meeting was held October 12 at Hotel 
Alms in Walnut Hills. President George 
F. Brenner was in the chair. The address 
by Mr. Mitchell was particularly informa- 
tive and was followed by an animated dis- 
cussion. 

The three principal points made by Mr. 
Mitchell were: 

1. Tydings-Miller Act: This was passed in 
August, 1937, and provides for price 
maintenance agreements on all products 
that are branded or labeled. It is now 
part of the anti-trust laws of the coun- 
try. Any discounts formerly given for 
quantity purchases can still be given to 
certain groups of wholesalers and dis- 
tributors. In other words, the manu- 
facturer must quote the same price to 
the same class of distributors, and they 
in turn to dealers and retailers. 


2. Bituminous Act of 1937: This is really 


another NRA in the coal business, pro- 
posing to establish minimum prices at 
the mines. The country is divided into 
ten producing areas, and_ twenty-three 
districts within these areas. Cincinnati 
is in Area 1, which comprises West 
Virginia, Ohio, Eastern Kentucky, North- 
ern and Eastern Tennessee. A price of 
$2.22 per ton was reached by a weighted 
average, which involves freight rates and 
local conditions, quality of coal, and the 
like, for each area. A Coal Commission 
has been set up in Washington, and a 





penalty of 19 per cent. of the sales price 
is imposed on producers for not belong- 
ing to the coal association. This is 
simply a coal trust, controlled and fos- 
tered by the Government, and will prob- 
ably result in a shifting of tonnage from 
one customer to another due to price 
differences in the various areas. 

3. Recent developments under the Wagner 
Labor Relations Act: Many states are 
passing “Little Wagner Bills’ and the 
only difference in the labor laws of to- 
day as compared with years ago is that 
Boards or commissions are attempting to 
take the place of the state courts. The 
man-power making up this board today 
is what is being criticized. The next 
session of the Ohio Legislature will 
probably attempt to pass such a law. 


Cleveland 

Mr. J. W. Bankhurts, Cleveland manager 
of the Commerce Clearing House, Inc., ad- 
dressed the Cleveland Control at a meet- 
ing held October 12 in the Terrace Room 
of Hotel Cleveland. He spoke on two sub- 
jects, “Capital Stock Tax” and “Excess 
Profit Tax Refund Claims.”’ Later in the 
meeting there were also discussions of the 
1937 Revenue Act and some phases of the 
undistributed profits tax. President M. W. 
Thernes presided. 


Detroit 
President Lester R. Downie announced 
appointment of Mr. M. C. Emery as chair- 
man of the Program Committee and of Mr. 
W. J. Gerick as chairman of the Member- 
ship Committee. 


Los Angeles 

Mr. J. C. Yarbrough, controller of the 
Los Angeles Railway, was scheduled to ad- 
dress the Los Angeles Control on October 
21, in a meeting held at the Los Angeles 
Athletic Club, on “Treasury Decision No. 
4422 Relating to Depreciation.” The paper 
was deferred until November. There was 
a showing of motion pictures taken by Mr. 
R. J. Pagan of a group of controllers on a 
recent Catalina outing. 


Milwaukee 

Mr. Arthur J. Geniesse, assistant chief of 
the Social Security Tax Department of Mil- 
waukee, addressed the Milwaukee Control 
on October 19 at a meeting held at the 
University Club, on “Latest Developments 
and Procedure on Social Security Laws.” 
Members were given the privilege of bring- 
ing problems which had arisen in their own 
companies and of asking questions with 
respect to knotty points. Many took ad- 
vantage of this privilege during the discus- 
sion period. 


New England 

Mr. Paul Wilson, of Graton & Knight 
Manufacturing Company, led a round table 
discussion of “Inventory Valuation with 
Particular Reference to the Last-In, First- 
Out Method,” at a meeting of the New 
England Control held October 19 at the 
University Club. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


Mr. Dwight B. Billings, of Pacific Mills, 
led a round table discussion at the same 
meeting on “Merit Rating Problems under 
Unemployment Compensation Laws.” 

Mr. Wilson raised the question whether 
inventory “profits” in times of rising prices 
should be considered as genuine earnings 
when experience shows that such “profits” 
are usually dissipated as market values sub- 
sequently decline. The practical nature of 
this problem aroused much interest in the 
discussion. 

Mr. Billings enumerated the savings that 
are possible under merit rating clauses in 
the various State Unemployment Compen- 
sation Acts and described what steps must 
be taken, beginning in 1938, to secure these 
savings. The meeting was largely attended 
and practically everyone present took part 
in the discussion. 


New York 


The New York City Control, which 
played host to the members of The Insti- 
tute at the Sixth Annual Meeting early in 
October, scheduled its next meeting for 
November 4 when it was addressed by 
Mr. Harold Dudley Greeley, attorney and 
counsel of The Institute, on “Graphic 
Methods in Annual and Other Reports.” 


Philadel phia 


Mr. Harold W. Scott, vice president of 
the Pennsylvania Company for Insurance on 
Lives and Granting Annuities, addressed 
the Philadelphia Control on October 19 on 
“Commercial Bank Lending.” Mr. Verl L. 
Elliott, president of the Control, acted as 
chairman of the meeting. 


Pittsburgh 

Mr. Clinton S. Golden, regional director 
for the Steel Workers’ Organizing Com- 
mittee, addressed the Pittsburgh Control at 
a meeting held October 25 in the William 
Penn Hotel. Mr. Golden’s subject was 
“The Aims and Objectives of The C. I. O. 
Movement.” 


Si. Louis 

Mr. O. W. Noll, of William R. Warner 
& Company, Inc., addressed a meeting of 
the St. Louis Control October 26 at the 
Missouri Athletic Association, on ‘How 
Are You Accounting for Social Security 
Taxes?”’ Mr. Noll, who is a member of 
THE CONTROLLERS INSTITUTE OF AMERICA, 
had requested each member to bring 
samples of the forms he is using to record 
and assemble the information required by 
the various social security laws and after 
his address these various samples of forms 
were studied carefully. President H. F. 
Harrington presided. 


San Francisco 


A meeting of the San Francisco Control 
on October 21 was devoted entirely to a 
study of the functions and methods of op- 
eration of the San Francisco Stock Ex- 
change. Dinner was served at the Palace 
Hotel, instead of the Olympic Club, the 
usual gathering place, as the hotel is closer 








than the club to the San Francisco Stock 
Exchange. Mr. Edwin D. Berl, chairman 
of the Exchange’s Committee on Public Re- 
lations, addressed the members and guests 
briefly immediately after the dinner. At 
eight-thirty o'clock the members assembled 
at the San Francisco Stock Exchange and 
were shown through. Following the in- 
spection the members were addressed by 
Mr. C. W. Wilson, assistant secretary of 
the San Francisco Stock Exchange, on 
“Floor Trading Procedure’; and by Mr. 
E. M. White, Clearing House Manager, on 
“Clearing House Procedure.” 
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PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 
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Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 









INSTITUTE ACTIVITIES-COMMUNICATIONS 


Rochester 

The newly organized Rochester Control 
held a largely attended meeting at the 
Rochester Club on October 27 when offi- 
cers were elected and the charter of the 
Control was received from the national 
officers, and plans were made for future 
activities of the Control. 

Mr. John N. Lambert, of Snider Packing 
Corporation, was elected president of the 
Control. Mr. C. J. Van Niel, of the East- 
man Kodak Company, and Mr. Donald B. 
Webster of the Garlock Packing Company, 
Palmyra, were elected vice presidents. Mr. 
Edmond S. La Rose, of Bausch & Lomb 
Optical Company, was elected secretary- 
treasurer. The directors elected were Mr. 
S. B. Andrews, of Goulds Pumps, Inc., 
Seneca Falls; Mr. Robert E. Frederickson, 
of the Symington Company; and Mr. H. 
J. Noble, of the Taylor Instrument Com- 
panies. 

Mr. Henry C. Perry, national president 
of The Institute, was first to address the 
meeting. He outlined the type of work in 
which The Institute is engaged and told of 
some of its accomplishments in its earlier 
years. He called on Mr. Paul J. Urquhart 
who was president of The Institute last 
year when the charter for the Rochester 
Control was authorized, to present the char- 
ter. Mr. Urquhart told of his experiences 
with The Institute, especially in its early 
days, and of the value to be derived by 
controllers from membership. 

Mr. O. W. Brewer, treasurer of The In- 
stitute, addressed the meeting. He was one 
of the original Board of Directors of The 
Institute which served before the first elec- 
tion of directors, and has served as treas- 
urer of The Institute ever since it was or- 
ganized. Mr. Brewer has attended many 
of the first meetings of Controls at which 
their organizations were completed. He 
admitted that by force of circumstances he 
had been compelled to miss a few of those 
first meetings. He extended the greetings 
of the national office to the Control mem- 
bers and their guests. 

Mr. Arthur R. Tucker, managing direc- 
tor of The Institute, described the begin- 
nings of the organization and told of its 
progress from its early days. 

Mr. Louis W. Jaeger, of the Colonial 
Optical Company, New York, spoke briefly 
and extended the greetings of the New 
York City Control, of whose board of di- 
rectors he is a member. 

The Rochester Control begins its career 
with nineteen active members. Three addi- 
tional applications for membership were 
filed after the meeting of October 27. 

In reviewing the beginnings of the 
Rochester Control, and in outlining what it 
is expected the Control will accomplish, 
Mr. Lambert who was later elected presi- 
dent, said: 

“What is this Rochester Control? What 
is its purpose? Why are we here? 

“The background of The Controllers In- 
stitute of America is probably well known 
to most of you—its character, its scope, its 
functions. Such of these features as are 
not now known to all of you but which 
may be of immediate interest will, I am 


sure, become apparent as the evening moves 
on and you have heard the various speakers. 

“Less than a year ago today there were in 
Rochester and its environs seven members 
of The Controllers Institute of America. 
These men had a mutual interest in the 
work of The Institute but they had never 
gotten together in the promotion of that 
interest. They were members at large, so 
to speak, and took part individually rather 
than in unison in its various activities. The 
Rochester Control was merely a thought— 
and that thought probably existed only in 
the mind of Mr. Arthur R. Tucker, our 
managing director, and in fact the true 
founder and organizer of this now great 
and national institute. How long there had 
existed in the mind of this ever-guiding 
spirit of The Controllers Institute of Amer- 
ica the idea of a Rochester group I do not 
know, but it was in September of 1936 that 
he disclosed his thoughts to the members. 
He came to Rochester at that time and in- 
vited the members to meet him for lunch- 
eon. Three of those members responded to 
the summons and Mr. Tucker laid before 
them his concepts as to the need, utility and 
practicability of a Rochester group. This 
was merely by way of sowing the seed of 
thought with the members and leaving them 
to revolve it about in their minds. 

“In February of this year, at a similar 
meeting, it was definitely decided to pro- 
ceed with the formation of the Control. An 
Organization Committee was formed, con- 
sisting of all seven of the members, and I 
was asked to serve as chairman of that 
committee. After numerous Committee meet- 
ings a luncheon was held at the Rochester 
Club on a Saturday afternoon in April, to 
which were invited several guests selected 
from among the personal friends and ac- 
quaintances of the members, who could be 
quickly reached and who it was thought 
might have a real interest in such an asso- 
ciation. These men sat around the table 
and discussed in a practical way the in- 
tended purposes and nature of Control ac- 
tivities, the possible benefits to be found, 
and the question of need for another asso- 
ciation locally. 

“What resulted? Twelve new members 
and nineteen signers of a petition to char- 
ter a Control. The petition was forthwith 
forwarded to national headquarters, in due 
course approved by the National Board of 
Directors, and in May the charter was is- 
sued, but held in national headquarters 
pending the organization meeting of the 
members. Tonight these members have 
come together in regular meeting for the 
first time. They are about to witness the 
presentation of that charter, elect their 
officers and directors for the first year, and 
listen to the words of their distinguished 
visitors. 

“Now would you be interested to know 
why these men have thought it worth their 
time, and their money, to go in for a thing 
of this kind? They knew that there were 
already established in Rochester many fine, 
powerful and useful groups and _associa- 
tions, each in its respective sphere perform- 
ing most valuable and useful functions,— 
but they knew also that there existed in 
Rochester no association of this particular 
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[INSTITUTE ACTIVITIES-COMMUNICATIONS 


kind—intended and designed to meet the 
particular and exclusive needs of respon- 
sible controllers and other financial men, to 
get together with their ilk, and thresh out, 
among themselves, the particular problems 
that concern them and their work. These 
men talk the same language and, regardless 
of the industry they are in, they generally 
have the same complexities to deal with. 
Their problems are not those of the book- 
keeper, the cashier, the cost man, the statis- 
tician, the credit man—they are all of them 
—plus. 

“JT venture to say that prior to that lunch- 
eon meeting in April no group of that kind 
had ever before assembled in Rochester. It 
was absolutely unique. Here was a group 
of important men in important Rochester 
enterprizes—all acting in a similar capacity 
—all struggling with the same factors of 
business management. Many hardly knew 
each other—if indeed they knew each other 
at all. Would there not be much to be 
gained if they did nothing more than get 
together periodically and exchange ideas as 
to how each might better surround his own 
particular problems? Is not a concensus 
of opinion, provided each contributing 
thought originates with intelligent, straight 
thinking individuals, more valuable than 
the best conclusion that can be reached by a 
single individual, no matter how well versed 
he may be in the specific subject, or its ap- 
plication to his own organizational set-up? 
You cannot get up and lay such problems 
before a large general audience—composed 
of individuals representing any number of 
different functional capacities and respon- 
sibilities—and then have them, or a selected 
speaker, digest, analyze and discuss those 
problems in detail, to arrive at the best 
answer to fit the specific case. But we can, 
we most certainly believe, do just that 
within this particular group of ours. There 
are nineteen members who feel that way 
about it, and it is one of the stated pur- 
poses of this Control. 

‘An individual may sometimes feel that 
he is more or less self-contained and all- 
sufficient, that his problems are his alone 
to meet as he has always had to meet them, 
but in planning this association we have felt 
otherwise, that each of us has problems that 
can be shared to mutual advantage with fel- 
low controllers. 

“Our purpose is to come together with 
our problems in local meetings, gradually 
enlarging our field of contacts through 
building up a representative membership in 
Rochester and then partaking in discussions 
of those problems and in activities of the 
specific type in which we men are mutu- 
ally and currently interested. This has been 
done successfully in fifteen other important 
cities throughout the country, and we know 
that the same ideas and practices will be 
successful here. 








TIMELY FIGURES! 
Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











“We will strive for a spirit of informality 
and friendliness at our meetings that each 
one may take something away with him— 
some personal benefit or gain—whether it 
be through a new contact, a new friend or 
a spoken word. Or, what is really better 
still, may we establish the kind of an asso- 
ciation that will broaden our concepts of 
daily business problems and fortify us 
through an exchange and community of 
ideas to meet the present day complexities 
of situations, common to all of us, that we 
must now meet in a greater magnitude than 
ever before. 

‘Whether such a group be a large one or 
a small one it must, to successfully carry 
out the purposes for which it was formed, 
work along the lines of some orderly and 
preconceived plan. It must certainly hold 
its meetings with regularity, at the time 
and at the place most convenient to the 
majority of the members. Provisions must 
be made well in advance of these regular 
meetings to make them interesting and defi- 
nitely useful to the members so that all 
will want to attend them regularly. We 
may wish to follow along the lines adopted 
by other Controls in conducting their meet- 
ings. We may wish, on the other hand, 
to temper our meetings in accordance with 
local situations, color and current interests, 
attempting to achieve in our own meetings 
a balanced mixture of sessions of the ‘out- 
side speaker’ type and those of the open 
forum type of discussions of live problems 
among the members. 

“These fundamental ideas and purposes 
give you the background of this Control, 
the reasons why we have found it wise to 
form it, and what we expect to do and why 
we are here tonight.” 

Twin Cities 

The Twin Cities Control met October 12 
at the St. Paul Athletic Club and devoted 
the session almost entirely to a discussion 
of the business of the control and the pro- 
gram for the coming year. A report of the 
proceedings of the Sixth Annual Meeting 
of The Institute was made to the Control 
by Mr. George H. Hess, Jr., of the Great 
Northern Railway Company, who was a 
member of the first Board of Directors of 
The Institute. 

A meeting of the Twin Cities Control 
was held November 2 at the Minneapolis 
Athletic Club. The meeting took the form 
of a round table discussion of the pro- 
visions of the Social Security Act, and 
methods of maintaining the required rec- 
ords. 


Committees of Philadelphia Control 
Appointed 
President V. L. Elliott of the Philadel- 
phia Control has appointed the following 
committees for the current year: 


Program: ELMER HarT, chairman, Penn- 
sylvania Railroad Company; THoMaAs W. 
Dintocker, S K F Industries, Inc.; M. 
G. Myre.ius, General Refractories Com- 
pany; D. H. Tyson, U. S. Pipe and 
Foundry Company. 

Membership: DANIEL H. SCHULTZ, chair- 
man, Leeds & Northrup Company; Wi1- 
LIAM L. KAUFFMAN, La France Industries ; 


WILLIAM F. R. MuNNICH, Philadelphia 
Electric Company. 

Publicity: THomMas L. Evans, chairman, 
N. Snellenburg & Company; A. B. BaRa- 
KAT, American Stores Company; HARRY 
C. Carr, Bayuk Cigars, Inc. 

Meetings and Attendance: F. M. FISHER, 
chairman, Lehigh Coal & Navigation 
Company; ALLEN FowLer, Day & Zim- 
merman, Inc.; Harotp H. GIFFORD, 
Horn & Hardart Baking Company. 

ndustrial Committee—Philadelphia Cham- 
ber of Commerce: V. L. Et.iott, The 

Atlantic Refining Company. 


~ 


District of Columbia 

Mr. F. H. Kenworthy, controller of the 
Chesapeake and Potomac Telephone Com- 
pany, Washington, D. C., addressed the 
District of Columbia Control on October 
28 at a meeting held at the Mayflower 
Hotel, on “The Revenue Tax Situation and 
Prospects of Change.” Mr. Kenworthy’s 
address was followed by an animated dis- 
cussion which lasted until late in the eve- 
ning. The meeting was well attended. 

Mr. Ernest Leslie Osborne tendered his 
resignation as secretary-treasurer of the 
Control, as new duties will compel him to 
be away from Washington for consider- 
able periods. The resignation was ac- 
cepted with expressions of thanks for serv- 
ices rendered. Mr. Humphrey Lloyd, of 
Washington Properties, Inc., was elected 
secretary-treasurer for the balance of the 
current year. 


Secretary-Stenographer (Male) 

age 30, single, competent, pleasing ap- 
pearance, capable of relieving financial 
officer of detail and follow up. Can use 
Moody’s and Standard Statistics Services. 
Familiar with statistical work as compila- 
tion of business data and graphic presen- 
tation. Knowledge of cost accounting 
and taxes. Willing to prove worth. Box 
No. 30, Controllers Institute of America. 


Chicago 
Committees of the Chicago Control have 
been appointed by President R. S. Holden, 
as follows: 

Auditing: Mr. A. U. Hunt, Jewel Tea Com- 
pany, Inc., Chairman; Mr. R. G. Para- 
more, Central Fibre Products Company. 

Membership: Mr. Ivor Wagner, Booth 
Fisheries Company, Chairman; Mr. E. A. 
Brion, Chicago Rapid Transit Company, 
Mr. Herbert Holt, Palmer House. 

Programs and Meetings: Mr. J. A. Donald- 
son, Montgomery Ward & Company, 
Chairman; Mr. C. E. Jarchow, Inter- 
national Harvester Company, Mr. Miller 
S. Adams, Fred Harvey Company. 

Technical Committee: Mr. Charles F. 
Scully, General Candy Company, Chair- 
man; Mr. Earle E. Hesse, United States 
Cold Storage Company, Mr. Dean S. 
Hazen, Benjamin Electric Company. 








HAVE YOU— 
A problem in filing-mailing or carrying en- 
velopes, folders-pockets-sales promotion 
folders? Ames has specialized for about 
twenty years. No obligation to consult us. 
AMES SAFETY ENVELOPE CO. 
Boston, Massachusetts 











DO YOU WANT 
THE RIGHT ANSWER 
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PICK UP your telephone 
and ask for Long Distance. 
The whole world of busi- 
ness is at the other end. In 
approximately a minute 
and a half (average) you 
can talk to any one any- 
where in the country. 

The accelerating pace of 
business makes minutes 
more valuable, puts a pre- 
mium on quick, correct 
information. Will the buyer 
be in when you reach Chi- 
cago? Can the factory fill 
from stock or start produc- 
tion? When will the ship- 
ment arrive? 

Get the facts, discuss de- 
tails, make decisions, and 
be free for other 
affairs. It pays. 

Try it! 
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FITTING A MACHINE 


YOUR Business 
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* (llustrated: Sundstrand Account- 
ing Machine. one of three 
distinct types made by Underwood 


Elliott Fisher 


‘ “os 
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...THAT’S FIT TO DO YOUR Jos 


When you select an accounting ma- 
chine for your business, come to 
Accounting Machine Headquarters 
...to Underwood Elliott Fisher... 
and be sure to get the machine that 
fits your particular problem. 
Underwood Elliott Fisher makes 
three complete lines of accounting 
machines ...three distinct types of 
machines with a wide variety of 
models in each. When Underwood 
Elliott Fisher recommends a ma- 
chine, you may be certain that it 
was designed to do your job. 
Accountants will tell you that Un- 





derwood Elliott Fisher not only has 

just the machine for your problem 

but the organization to help you 

use it. Nationally known organiza- 

tions that have used these machines 

for a full quarter of a century are 

ordering regularly year after year. 

They know, too, that next to the ma- 

chine itself nothing is more import- 

ant than the organization back of it. 
Whether you 

need account- 

ing machine 

equipment now 

or not, it will 


UNDERWOOD 


ELLIOTT FISHER 


ACCOUNTING MACHINES 


UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD’S BUSINESS City. 


Address 


Your Name 


Name of B: 


pay you to know just what Under- 
wood Elliott Fisher Machines can 
do for you. Telephone our nearest 
Branch or mail the coupon for a 
complete demonstration. Every 
Underwood Elliott Fisher Machine 
is backed by nation-wide, company- 
owned service facilities. 
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UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... Typewriters 
--- Adding Machines, Carbon Paper, 
Ribbons and other Supplies 
One Park Avenue, New York, N. Y. 
Sales and Service Everywhere 
Ss a a ae eee See UR ee ae Ee ae 
Accounting Machine Division 
Underwood Elliott Fisher Co. 
One Park Avenue, New York, N. Y. 
Please have your representative 
get in touch with me in connection with 
a demonstration of your accounting ma- 
chines...without obligation to me, of course. 
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BILLING —_ 


4 P| Liven the descriptions on this bill 
were printed automatically from punched cards , 


aegis and records, complete in every detail ciency and greater speed to such important functions 
are prepared automatically by International as Sales Analysis, Payroll and Labor Accounting, 
Electric Bookkeeping and Accounting Machines Social Security Accounting, Inventory, and many 


y 


from punched cards. others. 

In the billing procedure, for example, amounts are Your nearest International representative will be 
automatically computed and descriptions automati- pleased to demonstrate how and why the punched 
cally printed. Many of the operations involved in card method will bring closer executive control to 
this procedure can be performed well in advance. the management of your business. Call him today. 
This often leaves little more than the printing of the No obligation. 

bill to be accomplished at the time of billing. 

Neither manual nor key posting is required. Accu- 


racy, too, is assured because the totals are bound to 
be in agreement with the original records from 
which the cards are punched. 

The automatic action of International Electric Book- 


keeping and Accounting Machines is bringing effi- AUSINKS 
General Offices Branch Offices in C @) R e '@) we + T i @) N 


270 Broadway, New York, N. Y. Principal Cities of the World 








